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-LETTERS- 


Not New York Life Financing 


Sirs: My attention has been called to an article from your 
magazine by John Walker Harrington entitled “Lessons in the 
Frozen Realty” (December) in which appears a picture of the 
towers of the Waldorf-Astoria Hotel in New York with the Empire 
State Building in the distance, captioned as follows: 





“Through the twin spires in the lower picture is seen the 
Empire State Building, with mooring mast tower, valued 
at $55,000,000 to $60,000,000 and largely financed by the 
New York Life Insurance Company.” inven 








The underscoring is my own, and the statement so underscored 
is incorrect and without any basis of fact as the New York Life 
Insurance Company took no part whatsoever in the financing of 
said building by mortgage or otherwise. 

I will rely on you to see that this statement is corrected in your 
next issue. 

WALTON P. KINGSLEY, Second Vice-president, 
New York Life Insurance Company. New York 


ee 


Depression Double-Dosed 


Sirs: Would it be possible to secure one-half dozen copies 
of The Burroughs Clearing House for December, 1931? I believe 
the first article in this issue (““Now Progressive Conservatism’’) is 
by Rome C. Stephenson (past president of the A. B. A.). If I am 
in error as to the issue, this is the article which I am desirous of 
securing. If you will kindly forward the copies with bill, I will be 
pleased to remit the amount. 

Thanking you for your kind attention to this request, I am, 


Davip F. Kapp, Cashier, 
First National Bank of State College, State College, Pennsylvania 


Sirs: We are in receipt of your letter of October 29 in which 
you stated that you mailed us three extra copies of your October 
issue. 

The article that we are interested in and wanted furnished to 
our directors was ““‘What Depression Has Taught” (by Craig B. 
Hazelwood, also a past president of the A. B.A.). We have 
received these copies and wish to thank you. We enjoyed this 
article very much. 

D. T. Morris, Cashier, 
American National Bank, Cheyenne. Wyoming 


eee 


The Annals of Building and Loan 


Sirs: The 1931 Building and Loan Annals is just off the 
press, and we enclose herewith a description of the book. 

This is the second of the comprehensive annual volumes 
published by the United States Building and Loan League. 

In addition to the best of the current literature on all phases 
of building and loan practice and procedure, the 1931 Annals con- 
tains figures on the current growth and safety record of the building 
and loan business, a compendium of all building and loan legisla- 
tion passed in 1931, the procedure of the International Congress 
of Building Societies and Building and Loan Associations, and a 
directory of building and loan associations. This book is the 
authoritative source of current building and loan information. 


_ Morton Boprtsn, Executive Manager, 
United States Building and Loan League, Chicago 


oe 


Are They Hoarding There ? 


Srrs: In a recent issue of The Burroughs Clearing House, an 
article appeared relative to an accounting system for keeping 
track of the Safe Deposit Department of a bank (in “From a Busy 
Desk” by Hy. W. Sanders, December). 

Following the practice of thousands of others of the readers of 
your most excellent publication, I religiously pass the issues along 
to other interested parties. Thus it happens that now, when I 
need the facts, I have merely a memory of having seen them in 
l'he Burroughs Clearing House. 

I would appreciate it very much if you could send me a copy 
of the article referred to, billing me direct for the cost thereof. 


_ C. E. McGuriyness, Assistant Cashier, 
Union Bank and Trust Company of Montana, Helena 
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Concluding This Month 


Sirs: We have just examined your December copy of The 
Burroughs Clearing House with which we are very much pleased. 
We do not find any subscription rate. We would like to become a 
subscriber to this journal. 

“Reflections of a Bank Director’ (first of a series of four) is a 
very interesting article and we want to read the remainder of the 
article as it is published. 


WILL M. PETERSON, Director, 
Inland Empire Bank, Pendleton, Oregon 


oe 


Better Take Your Snowshoes 


Sirs: I read with no little interest an article in your October 
issue on “Joint Tenancy of Safe Deposit Boxes’? by Thomas J. 
Malone. 

The safe deposit business is now quite well organized through- 
out the country. Its next national convention will go west to the 
Pacific coast for the first time in our history, and will be held in 
Los Angeles early in June. 

N. H. SHERwoop, Chairman, 
Publicity Committee, National Safe Deposit Advisory Council, 
Kansas City 
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rogress of the Emergency Acts 


cBy Arthur Crawford 


GIGANTIC financial venture has been launched, the 
A most daring and far-reaching ever attempted in time 

of peace and the central arch in the economic re- 
habilitation structure fashioned by President Hoover. 

With $2,000,000,000 of capital and bonds guaranteed 
by the United States Treasury, the Reconstruction Finance 
Corporation has taken up the task of strengthening the 
nation’s financial fabric. The corporation, under authority 
of the act passed by Congress and signed by the President 
on January 22, may make loans to solvent banks and trust 
companies, to closed banks with a view to permitting a 
partial liquidation of deposits, to agricultural credit cor- 
porations, building and loan and mortgage associations, 
federal land and intermediate credit banks, insurance 
companies and railroads. Nor does the act stop there but 
allots one-tenth of the total amount for direct loans to 
farmers through the Secretary of Agriculture to aid in 
financing crop production of 
the present year. 

The government’s billions 
are being used in a_ bold 
scheme to check the epidemic 
of bank failures, bolster up 
tottering financial institu- 
tions, avert banruptcy threat- 
ening the railroads, check 
further deflation of credit and, 
above all, restore public con- 
fidence. 

Accepting another pro- 
posal embraced in the Presi- 
dent’s relief program, Con- 
gress enacted a bill adding 
$125,000,000 to the capital of 
the federal land banks, whose 
standing has been injured by 
delinquencies of farmer bor- 
rowers. 

Consideration of other 
measures affecting banking 
and finance has gone forward 
in Congress. Controversies 
have retarded action on the 
President’s plan for creation 
of a system of home loan dis- 
count banks as embodied in 
the Watson-Luce bill. Pres- 
entation of the completed 
Glass general banking bill, in 
preparation for the past year, 
precipitated a controversy 
that promised to continue the 
greater part of the session of 
Congress. 

Included in the Glass bill 





was a plan for hastening liquidation of insolvent banks, a 
subject dealt with in a different manner in the separate 
Thomas-Beedy bill sponsored by the administration. Both 
methods of dealing with the closed bank situation were 
designed to supplement the aid extended by the Recon- 
struction Finance Corporation whose loan limit for this 
purpose is $200,000,000. The Thomas-Beedy bill provided 
capital and bonds totaling $750,000,000, which in other 
times would seem a huge sum but is dwarfed by the amount 
at the disposal of the Reconstruction Finance Corporation. 

Also in the Glass bill, the product of the Senate banking 
and currency sub-committee headed by Senator Carter 
Glass of Virginia, are elaborate provisions dealing with 
such highly controversial matters as control of speculation, 
broadening of eligibility provisions of the Federal Reserve 
Act, open market operations, investment affiliates, capital 
and reserve requirements of banks, foreign finance, group 
and chain banking and in- 
creased power for the Federal 
Reserve Board. 

Altogether Congress is 
making good the prediction 
that the present session, de- 
spite its uncertain political 
complexion, will produce more 
extensive measures relating 
to the banking and financial 
world than any of its pre- 
decessors. 

To inspire public confidence 
to the fullest possible degree, 
President Hoover has assem- 
bled a notable directorate for 
the Reconstruction Finance 
Corporation. 


UTSTANDING financial 

ability, leadership and a 
knack of arousing enthusiasm 
were elements needed for the 
successful administration of 
the corporation’s affairs. Con- 
sequently there was wide- 
spread approval when Presi- 
dent Hoover announced the 
selection of Charles G. Dawes 
of Chicago for president of 
the corporation, his choice 
necessitating the canceling of 
his arrangements to act as 
chairman of the American 
delegation at the Geneva 
conference on arms limitation 
and an immediate resignation 
from the post of ambassador 
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to Great Britain. In public life as well 
as in private business, this Chicago 
banker has developed a_ picturesque 
and commanding personality. His 
appointment seemed to give assurance 
that the difficult task confronting the 
corporation, embodying a_ psychologi- 
cal as well as a financial element, 
would be ably and adroitly handled. 

Mr. Dawes’ first statement was 
characteristic of him. 

“I do not consider this a talking 
job,” he told a group of newspaper 
correspondents, banging his fist on a 
table. ‘‘When we are beginning on 
important work it is not the time to 
talk about it and 
when we have accom- 
plished the job it is 
not necessary.” 

Associated with 
Mr. Dawes on the 
directorate of the cor- 
poration are three 
other appointive 
members and _ three 
ex-officio members. 

The chairman of 
the board is Eugene 
Meyer, governor of 
the Federal Reserve 
Board and one of the 
ex-officio members. It 
was Mr. Meyer who 
was largely respon- 
sible for the plan of 
the Reconstruction 
Finance Corporation 
which follows largely 
the former War F'i- 
nance Corporation of 
which he was manag- 
ing director. 

Other ex-officio 
members are Secre- 
tary of the Treasury 
Andrew W. Mellon,* whose alternate 
under a special authorization of the act 
is Under-secretary of the Treasury 
Ogden Mills,+ and Paul Bestor, head 
of the farm loan board. 

As the act provided that not more 
than four of the seven directors should 
belong to one party, it was necessary 
for the President to appoint three 
Democrats, Mr. Dawes and the three 
ex-officio members being Republicans. 

The three Democratic appointees 
were Harvey C. Couch of Pine Bluff, 
Arkansas, who controls extensive pub- 
lic utility properties in Arkansas, Mis- 
sissippi and Louisiana; Jesse H. Jones 
of Houston, Texas, banker, newspaper 
publisher and owner of numerous 
hotels and office buildings in Texas 
and New York City; and Wilson 
McCarthy, Salt Lake City, Utah, 
lawyer, banker and live stock man. 

Some of the conservatives in Con- 
gress looked askance at the legislation 
creating the huge governmental cor- 


s 
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*Since named Ambassador to England 
tSince named Secretary of the Treasury 





poration. It was something unprece- 
dented in peace time. It savored so 
strongly of state socialism that such 
Senators as George W. Norris of 
Nebraska and Smith W. Brookhart of 
Iowa, accustomed to being criticized 
for radical and bolshevistic ideas, took 
delight in twitting its sponsors for 
having gone beyond their own wildest 
dreams. Those who ordinarily shrink 


from suggestions to put the govern- 
ment further into business were reluc- 
tant to approve this corporation with 
such a sweeping grant of powers, but 
they did so on the theory that it was 
justified by the grave emergency as 


% » 


“w 
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Charles G. Dawes (right) head of the Reconstruction Finance Corporation, confers at the 
Capitol with Carter Glass (left) and Eugene Meyer, Governor of the Federal Reserve Board 
and chairman of the board of the new organization 


evidenced by failure in 1931 of 2,290 
banks with deposits of $1,759,484,000, 
together with the acute credit strin- 
gency affecting the railroads, industry 
and agriculture. Only the government, 
it was felt, was in a position to meet the 
situation, experience of the privately 
financed $500,000,000 National Credit 
Corporation having shown that it could 
not cope with prevailing conditions. 


UST what is expected to be accom- 

plished through the corporation was 
summarized by President Hoover when 
he signed the bill which had negotiated 
congressional hurdles with remarkable 
ease and with a minimum of partisan 
strife. 

“It brings into being a_ powerful 
organization with adequate resources, 
able to strengthen weaknesses that may 
develop in our credit, banking and 
railway structure, in order to permit 
business and industry to carry on 
normal activities free from the fear of 
unexpected shocks and retarding in- 
fluences,’ said the President. 


THE BURROUGHS 


“Its purpose is to stop deflation in 
agriculture and industry and thus to 
increase employment by the restora- 
tion of men to their normal jobs. It is 
not created for the aid of big industries 
or big banks. Such institutions are 
amply able to take care of themselves. 
It is created for the support of the 
smaller banks and financial institu- 
tions, and, through rendering their 
resources liquid, to give renewed 
support to business, industry and 
agriculture. It should give opportunity 
to mobilize the gigantic strength of 
our country for recovery.” 

The President took occasion to pay 
tribute to the patri- 
otism of the members 
of both parties in 
Congress who sup- 
ported the legislation. 
While one of the 
President’s close per- 
sonal friends, Senator 
F. C. Walcott of 
Connecticut, a Re- 
publican, was in 
charge of the legisla- 
tion in the Senate, a 
Democrat, Rep- 
resentative Henry B. 
Steagall of Alabama, 
chairman of the house 
banking and currency 
committee, handled 
the bill in the house. 
Opposition came only 
from a small group, 
chiefly Republican 
radicals. 

The congressional 
debates brought out 
the essential facts in 
the situation. It was 
emphasized that the 
most serious difficulty 
has come from a loss of confidence and 
a state of fear on the part of the public, 
leading to withdrawals of deposits 
from banks, continued failures and a 
threatened breakdown of the nation’s 
financial structure of an even more 
serious character. 

As to the railroads, it was shown that 
their maturities for the first quarter 
of 1932 include $2,677,550 in bonds, 
$35,984,395 in loans and bills payable 
and $35,560,820 in equipment trust 
obligations. For the last three- 
quarters of the year bond maturities 
amount to $67,621,963 and equipment 
trust obligations to $75,221,686. Be- 
sides these amounts totaling more than 
$217,000,000, additional sums are due 
for loans and bills payable in the last 
three-quarters. 

Under the act creating the corpora- 
tion, capital stock amounting to $500,- 
000,000 was subscribed by the Treas- 
ury. Authority was given to issue 
notes, debentures, bonds and other 
obligations up to three times the 


amount of the capital stock or a total 
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CLEARING HOUSE 


of $1,500,000,000. These are guar- 
anteed by the Treasury and may be 
sold either to the public or to the 
Treasury, funds under the latter 
alternative being obtained by issuance 
of ordinary government securities as a 
public debt operation rather than as 
an expenditure from the general fund. 

Loans to farmers through the Sec- 
retary of Agriculture were made pos- 
sible under an amendment added in 
the Senate. It was provided that 
$50,000,000 of the capital stock ‘“‘and 
the expansion of the same through the 
notes, debentures, bonds or other 
obligations,” should be allotted for 
this purpose. This 
means a maximum of 
$200,000,000 for these 
loans, secured by a 
first lien on crops. 

In making loans to 
assist in the liquida- 
tion of closed banks, 
for which a limitation 
of $200,000,000 is 
provided, it is speci- 
fied that such loans 
shall be secured by 
the assets of such 
banks and shall be 
made upon the ap- 
plication of the re- 
ceivers. Aid is ex- 
tended to state as 
well as national 


banks, both in the 
case of closed and 
solvent institutions. 


The act provides 
that “to aid in financ- 
ing agriculture, com- 
merce and industry, 
including facilitating 
the exportation of 
agricultural and other 
products, the corporation is authorized 
and empowered to make loans, upon 
such terms and conditions not incon- 
sistent with this act as it may deter- 
mine, to any bank, savings bank, trust 
company, building and loan associ- 
ation, insurance company, mortgage 
loan company, credit union, federal 
land bank, joint-stock land bank, 
federal intermediate credit bank, ag- 
ricultural credit corporation, live stock 
credit corporation, organized under 
the laws of any state or of the United 
States, including loans secured by the 
assets of any bank that is closed, or in 
process of liquidation to aid in the 
reorganization or liquidation of such 
banks.” The corporation also upon 
the approval of the interstate com- 
merce commission may make loans 
“to aid in the temporary financing of 
railroads and railways in process of 
construction, and to receivers of such 
railroads and railways, when in the 
Opinion of the board of directors of 
the corporation such railroads or rail- 
Ways are unable to obtain funds upon 


© International 


reasonable terms through banking 
channels or from the general public 
and the corporation will be adequately 
secured.” 

Loans may be made for three-year 
periods with a possible extension for 
an additional two years. The act 
intends that the corporation shall 
cease to make loans at the end of one 
year but the President is authorized to 
extend the time for not to exceed one 
additional year. Loans to any one 
corporation and its subsidiary or 
affiliated organizations shall not exceed 
at any one time 5 per cent of the 
authorized capital stock of the Recon- 


} 





A committee of the United States Building and Loan League called at the White House to 
discuss the home loan bill with President Hoover. 


H. F. Cellarius, Cincinnati, secretary and treasurer; Morton Bodfish, executive manager; 
and I. Friedlander, Houston, Texas, commissioner on state legislation 


struction Finance Corporation plus 
the aggregate amount of bonds of the 
corporation authorized to be outstand- 
ing when the capital stock is fully 
subscribed, this limitation fixing the 
maximum loan to a group of affiliated 
corporations at $100,000,000. 


THE original bill as drafted for the ad- 

ministration provided that the bonds 
and debentures should be eligible for 
rediscount and as collateral for loans 
at Federal Reserve banks. Opposition 
to this proposal from those who object 
to a broadening of the eligibility provi- 
sions of the Federal Reserve Act 
resulted in the substitution of the 
provision permitting the Treasury to 
purchase the corporation’s obligations. 
Some of the critics of the corporation, 
such as Representative Louis T. 
McFadden of Pennsylvania, see a 
possible inflationary menace in the 
process through which government 
bonds, issued to finance the purchase 
of the ineligible corporation securities, 
will find their way into the Federal 


They are William E. Best, Pittsburgh; 
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Reserve banks. Administration offi- 
cials, somewhat disturbed by fears 
expressed in Europe, are insistent that 
the purpose is to check deflation and 
that there will be nothing which can 
be properly called inflation. 

Obligations of the corporation are 
tax exempt except as to surtaxes, 
estate, inheritance and gift taxes, 
which is not so broad an exemption as 
was at first proposed. 

As a means of aiding the financing 
of foreign trade the corporation is 
authorized to accept drafts and bills 
of exchange drawn upon it which grow 
out of transactions involving the 
exportation of agricul- 
tural or other prod- 
ucts actually sold or 
transported for sale 
subsequent to the en- 
actment of the law. 

In signing the 
separate bill adding 
$125,000,000 to the 
capital of the federal 
land banks, President 
Hoover epitomized 
what was expected 
of this legislation. 

“Tt should,” said 
the President, ‘‘(a) 
reinforce the credit 
of the federal land 
bank system and re- 
assure investors in 
land bank bonds; (b) 
thus enable the banks 
to obtain capital for 
farmers at reasonable 
rates; and (c) above 
all bring relief and 
hope to many bor- 
rowers from the banks 
who have done their 
honest best, but, be- 
cause of circumstances beyond their 
control, have been unable temporarily 
to make the grade.” 

The additional capital subscribed 
for the twelve banks by the Treasury 
is to be retired in the same manner as 
the original stock which was gradually 
taken up by farm loan associations 
created under the land bank law. The 
associations up to this time have held 
about $65,000,000 of stock in the 
banks, the government’s investment 
having dwindled to less than a quarter 
of a million. 

The new capital was designed to 
strengthen outstanding bonds amount- 
ing to about $1,175,000,000 repre- 
senting first farm mortgage loans of 
approximately the same total and to 
make possible the sale of new bonds. 
Under the system prevailing, the bonds 
are issued for all of the banks jointly 
but since 1930 it has been impossible 
to market any new bonds, delin- 
quencies of borrowers of the banks hav- 
ing increased to such an extent as to 
threaten the stabilityof the institutions. 


(Continued on page 29) 
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S AVE we learned anything from 
these recent bank shakeups?”’ 


Frank Collins echoed the ques- 
tion. “‘We haven’t learned much. 
Those bankers that needed to learn 
anything aren’t bankers any more. 

“Those of us who are left think we 
are smart. Probably we’re just lucky.” 

Collins, who came out of Chicago 
soon after the war to organize the 
First Trust & Savings Bank of Canton, 
Ohio, is something of a philosopher. 
A courageous banker if there ever was 
one. He has ideas, he has originality, 
and he is afraid of no one, I suspect, 
except God and his conscience. 

“Banks are seeing now the results 
of making injudicious loans,” con- 
tinued Mr. Collins. “But in a few 
years we'll have the same condition 
again. It’s human nature, you know, 
to want to be a good fellow and to be 
greeted cordially at the country club. 
It’s a natural desire for a banker to 
want to help along his community 
and also it’s natural for him to have 
faith in his own judgment, even when 
this means taking a long chance. 

“So that’s why banks within a few 
years of this depression will be making 
unwise loans again. They always do. 

“Bad bankers exist for the same 
reason that we have bad mayors and 
bad political bosses. They’re there 
because the people want them there! 
Having inefficient public officers is 
one price we pay for being a democ- 
racy. And bad banks come because 
a certain class of people aren’t willing 
to pay the price it takes to be con- 
servative. 

“Out around my old home in Chi- 
cago, for instance, a real estate firm 
wanted more help in financing its 
sales than a conservative bank would 
give it, so it started a bank of its own. 
So did other real estate concerns. 
There always are some people who 
think a bank is holding them up, 
particularly in the matter of carrying 
a balance of one-fourth or one-fifth 
of the amount of your loan; and so 
these real estate men got together 
some of these disgruntled borrowers 
and through them secured other de- 
positors. It isn’t hard to start a fair- 
weather bank in fair weather, and 
that is what some people want—a 
bank that promises to do more for 
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them and asks less in return than a 
conservative bank does. 

“But not all the banks that have 
escaped closing can attribute their 
success to conservative management. 
You just can’t anticipate public 
emotion. 

“One thing the banks of the future 
will undoubtedly do is to take people 
more into their confidence. Let them 
tell the public what they are doing 
and why. The more a layman under- 
stands about banking, the less likely 
he is to become panicky.” 

Parenthetically, here’s a word about 
Mr. Collins’ conservatism. Some 
years ago he said he was going to keep 
on writing down the cost of his banking 
room until it stood at only one dollar 
on the bank’s books. He hasn’t quite 
done that, but he carries it on his 
books at $250,000; the building is of 
stone and two-storied and cost nearly 
a million. 

And this about confidence. 
years Mr. 


For 
Collins has wielded his 
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urviving [These Parlous Times 


By Fred B. Barton 


typewriter—he types as fast and as 
pungently as any newspaper feature 
writer—to talk to the people of 
Canton. He has explained things 
which he felt the public ought to 
know. He has kept open house in his 
bank, telling facts in person to all 
comers. 

The day one of Canton’s banks 
closed its doors, Mr. Collins ran an 
ad in the local paper saying that the 
closed bank had been well managed 
for years, that its directors were among 
Canton’s best respected citizens, and 
that in closing the doors its directors 
acted solely to conserve its resources 
for the loyal people who did not 
stampede the tellers’ windows during 
the final days. He said that there 
didn’t seem much to worry about, 
and that he felt sure every depositor 
would receive his money in full. He 
sounded a note of assurance and asked 
for confidence. 

Bankers don’t generally do that 
sort of thing. If a neighbor bank 
fails, they concentrate their attention 
on their own troubles. But Mr. 
Collins keeps it always in mind that 
he’s working for the public. The 
public showed its appreciation of his 
message by giving him its support, 
and the directors of the unhappy bank 
went out of their way to thank him 
personally for his message. 

Another bank failed, and it began 
to look as if Christmas shopping would 
be done only in the imagination. Mr. 
Collins ran an ad saying, in just about 
these words, that “everybody has 
counted on getting his Christmas 
Savings check—it would be a sad 
Christmas if you didn’t get it—we 
want you to have it—and if you need 
it now, come in and we’ll pay it right 
away, because it’s here for you and 
we've got it.” 


HAT too was unorthodox. You 
might think it would bring a deluge 
of demands for the money. But only 
six or eight came in to get their Christ- 
mas checks at once. The thousands 


of others were content to wait, knowing 
for certain that if Collins said the 
money was safe, it was safe. 
Mr. Collins went through one trying 
period recently when he didn’t leave 
the bank, except to change his collar, 
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for three days and three nights. I 
asked him what there is to do while 
a run is in progress and a neighboring 
bank is tottering. He replied simply, 
“This is a game of checkers. Not much 
seems to be moving, but you want to 
be here to make the next move when 
the time comes.” 

Mr. Collins is always ready to make 
the next move. His office door is 
always open, so that depositors stick 
their heads in the door and say hello 
so naturally that no one ever feels 
hesitation in approaching him on any 
personal problem of finance. His 
desk is always clean. ‘“‘I have trained 
assistants who do the work of running 
the bank,” he says. ““That 
leaves me free to talk to 
people.” 

Still, he does a great 
deal of work himself. He 
signs his letters person- 
ally. He keeps himself 
constantly alert; while he’s 
talking to you and sign- 
ing some form letters, 
he'll call a greeting to 
some customer of the bank 
who pokes his head in the 
door. He knows every- 
body, and he certainly 
knows his town. 


I ASKED him how in the 

world he keeps so thor- 
oughly posted on _ this 
business and that one, 
this man and the other. 

“T listen,” he replied. 
“And I specialize. I don’t 
crowd my mind with base- 
ball scores and chatter. 
I concentrate on the affairs 
of the bank. It’s amaz- 
ing what you can do 
with your memory if you develop it 
and discipline it.” 

This knowledge of his community 
and its people stands him in good 
stead now. Depositors are coming in 
whose regular bank account is tem- 
porarily closed to them. They need 
a banking connection, yet they have 
only current funds to deposit. Collins 
sees them come in, some of them 
apologetically, some timidly, and wel- 
comes them cordially. He knows who 
~ who in most cases before they tell 
im. 

Opening an account is not a casual 
affair in this bank. Tellers are not 
allowed to start a new account. You 
must see Mr. Collins or some other 
officer of the bank. You are given a 
chair and treated as a guest, rather 
than having to stand at a window and 
transact your business. You learn 
to call the bank’s people by name; 
you are introduced and shaken hands 
with. If you have time and have 
never been in a bank vault, the officer 
Who obtains your signature shows 


you around the bank, so that you will 
feel at home there, no matter in which 
department you go. 

The next day, at your home, you 
receive a personal note from Frank 
Collins, thanking you for bringing 
your account to his bank and assuring 
you of the bank’s willingness to be of 
use to you. No matter how often he 
sees you or how well he knows you — 
though you might be his mail-man or 
grocer —he sends you this letter. At 
the same time that the stenographer 
fills in these letters for Collins’ per- 
sonal signature, she also types and 
brings to him a credit report on these 
new customers. This report shows 








“(ft isn’t hard to start a fair- 
weather bank in fair weather, 
and that 1s what some people want 
—a bank that promises to do more 
for them and asks less in return 
than a conservative bank does. 
“But not all of the banks that 
have escaped closing can attrib- 
ute their success to conserva- 
tive management. 
can't anticipate public emotion.” 


You 





who the depositor is, the amount of 
his initial deposit, where he formerly 
banked, why he is changing, who is 
authorized to sign checks, and similar 
data. 

Two hours after you have opened 
your account, the bank sends you a 
check book, with your name imprinted 
on each check. Collins buys his checks 
four-to-a-page and unbound. The 
bank’s printing department imprints 
the checks, a lad numbers them with a 
hand-numbering device, and then the 
bank staples these loose checks into 
a cover. 

“It costs no more to do this than it 
does to buy unimprinted checks al- 
ready bound,” Mr. Collins says sagely. 
“It’s a real service, too, making the 
checks more convenient for the cus- 
tomer and also saving errors and per- 
mitting greater speed in sorting the 
cancelled checks. I’d rather imprint 
a customer’s checks than not, even if 
it cost us more money to do so.” 

Incidentally, Mr. Collins was one 
of the first to use a new-sized check, 
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made the same dimensions as the new 
United States currency. Some folks 
thought this would not prove popular 
with the public, but it has been one 
of those timely ideas that takes hold 
readily. 

Banking is a personal matter with 
him. Each customer is treated as an 
individual. Once or twice it has 
happened that a customer has left, 
through pique, and later has come 
back to open an account. Mr. Collins 
challenges him with a blunt inquiry: 
‘‘What are you doing in here? Open- 
ing a new account, you say? Oh, no, 
you’re not. You’rein the wrong bank.” 

There’s no bootlicking here. His 
bank is a self-respecting 
institution and it demands 
respectful treatment from 
those who deal with it. 
Yet, given fair considera- 
tion, there is little that 
Mr. Collins will not do 
for a depositor. He makes 
the boast: “‘Let anybody 
try to get our depositors 
away until we’re ready to 
let them go!’ For here is 
a bank that stays awake 
nights trying to do new 
things for its customers. 

Some of the features of 
the First Trust of Canton 
have been widely pub- 
lished. It was one of the 
first banks to start a 
children’s banking de- 
partment. Likewise it 
pioneered in the matter 
of small loans. It has 
four branches—an_ un- 
usual arrangement for a 
town of only 120,000. It 
provides free scales so that 
you can drop in every 
day and check your weight. It has a 
ladies’ rest room and also a reading 
room where ladies may wait after 
their shopping and ride home with 
their husbands. It cares for 80 per 
cent of Canton’s payroll business, 
and to help the factory clientele of the 
city, stays open Saturday nights until 
9 o’clock. It does unusual things in 
its foreign department when Canton’s 
steel mills are employing laborers who 
send back part of their pay to the old 
country. 

During the hysterical days of 
November, Mr. Collins brought 160 
bushels of apples to his bank on a 
Sunday and gave them away, by the 
handful, to all comers on Monday 
morning. The bank was full of apple 
cores, but some who had dashed down 
town for the purpose of drawing out 
all their funds probably changed their 
minds as they stood around the lobby 
and enjoyed their apples with the 
crowd. 

“It’s just a matter of confidence,” 
says Mr. Collins. ‘“‘What has saved 
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“Cpe Have No Lazy Loan Dollars 


Those on the Job Are More Efficient— 
Others Only Technologically Unemployed 
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are, however, moving through 
an extremely difficult period, 
a period where risks and losses are high 
and where the opportunity for profit is 
small. With the paramount need 
for safety, and with the value of 
investments and collateral of all kinds 
shrinking rapidly, the wonder is that 
the banks are loaning as much as they 
are today. 

The accompanying chart shows the 
curve of “All Other Loans” of the 
reporting member banks. This series, 
of course, excludes security loans and, 
although it does include some loans 
of a non-commercial type, consists in 
the most part of true commercial 
loans. The second curve shows the 
purchasing power of these dollars that 
are being so loaned by the banks. 
Technically, the loan curve has been 
deflated by commodity prices. The 
result therefore represents, within a 
close approximation, the number of 
units of merchandise financed by 
means of bank loans. 

Perhaps this point would be clearer 
if a typical example were taken. A 
shoe dealer carries an average stock of, 


say, one thousand pairs of shoes. In 
1929, each pair cost him $6, or a total in- 
ventory of $6,000. On this he borrowed 
$3,000 from his bank. At the present 
time, exactly the same type of shoe 
costs but $4 a pair, and the merchant’s 
inventory is $4,000 instead of $6,000. 
On the same basis, therefore, he bor- 
rows from the bank but $2,000 instead 
of $3,000. The bank’s loan account 
is reduced by $1,000, but the money 
loaned is doing exactly the same work 
as the larger earlier sum. The $1,000 
may be considered as idle—but they 
are not lazy. The working dollars have 
become more efficient. and it is for this 
reason that the idle dollars were dis- 
placed from their customary employ- 


ment. To use a term popular among 
the personnel managers, they suffer 
from technological unemployment 


rather than an unwillingness to work. 


HE added efficiency that each dol- 
lar loaned today gains through the 
decline in commodity prices should 
rightly be taken into account in 


More goods were financed 
than ever before. 

Attention should also be called 
to the close similarity in the move- 
ment of these two curves during 1920 
and 1921, and during the present de- 
pression. In each case the decline in 
business and industrial activity was 
accompanied by a sharp fall in com- 
modity prices. There was also a 
decline in the amount of “All Other 
Loans” reported. However, when 
these reported figures are adjusted 
for the change in commodity prices, 
a rise in the loan account is found 
coming with the onset of the depres- 
sion period. Only after the worst of 
the depression had passed in 1921, did 
these adjusted loan figures begin to 
decline. 

Theoretically, of course, loans should 
decline with the decline in commodity 
prices, but, as is usually the case, there 
is a lag during the period of transition 
from the old price level to the new. 
Loans made on _ goods, particularly 
those of the slower moving variety, 
cannot immediately be reduced with 
the decline in the value of those goods. 
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As long as the equity behind the loan 
is not endangered, the loan will be 
continued until its due date. Even 
where this equity becomes too slim 
for safety, it is not always possible to 
liquidate the loan immediately. In 
other cases, quotations on the goods 
used as collateral are difficult to obtain 
or perhaps decline at a slower rate 
than do commodity prices as a whole. 
These and other factors tend to retard 
the fall in the volume of commercial 
loans during a period of deflation. 


BUI: nevertheless, the tendency is 

still present for these loans to be re- 
duced in the same proportion as the 
decline in commodity prices, and were 
this not true it would mean that the 
banks would be creating a species of 
inflation. In fact any movement to 
increase loans beyond a figure war- 
ranted by the position of business and 
commodity prices must be considered 
as an inflationary movement. Those 
who are now demanding that the banks 
increase their loans do not perhaps 
realize that this is the effect they are 
seeking. 

Many of them have perhaps sul- 
fered losses through the decline in 
values that has taken place, and feel 
that were it possible to finance the 
holding of larger quantities of these 
goods, the price might thereby be 
advanced. This, however, is not the 
function of commercial banking. In- 
deed, it is doubtful if it is the function 
of any type of banking, as attempts in 
this direction by many agencies have 
proven time and again. The Stevenson 
plan for rubber, the Brazilian Coffee 
Valorization Plan, and the latest 
attempts of our Farm Board have 
shown the futility of trying to boost 
prices of particular commodities during 
a period of world-wide decline. 

It should also be recognized that the 
deflation which has taken place today 
is taking place in production as well as 
in prices. Over-capacity is being 
reduced by the elimination of marginal 
units. Loans, therefore, that are 
made to these units, tend to retard 
this process and keep in production 
plants which will be unable to face the 
new economic conditions. The ruth- 
lessness of the operation 
of these economic laws, 


a method of reviving business are 
the plans now currently discussed for 
alterations in the structure of the 
Federal Reserve banks. 

Attempts to put additional money 
into circulation by making addi- 
tional types of paper eligible for 
rediscount will, unless they are con- 
sidered materially inflationary meas- 
ures, have no effect upon the volume 
of trade. Mr. Benjamin Strong, 
the former governor of the Federal 
Reserve Bank of New York, makes this 
point extremely clear in his recent 
book. 

“I wish first to emphasize this im- 
portant fact: practically all borrowing 
by member banks from the Reserve 
banks is ex post facto. The condition 
which gave rise to the need for borrow- 
ing had already come into existence 
before the application to borrow from 
the Reserve Bank was made, and 
experience has shown that large bor- 
rowings in New York City have in the 
past usually been explained by the 
member bank as caused by the bor- 
rowing operation of the Treasury, 
by seasonal demands, but more 
frequently because of the withdrawal 
of deposits. 

‘Now as to the limitations which the 
Federal Reserve Act seeks to impose 
as to the character of paper which a 
Reserve Bank may discount. When a 
member bank’s reserve balance is 
impaired, it borrows to make it good, 
and it is quite impossible to determine 
to what particular purpose the money 
so borrowed may have been applied. 
It is simply the net reserve deficiency 
caused by a great mass of transactions. 
The borrowing member bank selects 
the paper which it brings to the 
Reserve Bank for discount not with 
regard to the rate which it bears, but 
with regard to various elements of 
convenience — that is, the denomination 
of the paper, its maturity, whether it 
is in a form to be easily and inexpen- 
sively delivered physically to the 
Reserve Bank or not—and it makes 
little difference to the borrowing bank 
what transactions may have caused 
the impairment of its reserve, because 
the paper which it discounts with the 
Reserve Bank may have no relation 


Thirteen 


whatever to the impairment that has 
arisen.” 

In other words, the demand for loans 
by customers must first be made 
through the member bank, and not 
until the bank has exhausted its 
resources in making these loans does 
it call upon the Federal Reserve Bank. 
Therefore, merely dropping the Federal 
Reserve barriers will not increase the 
volume of these loans. Also, since the 
banks have at practically all times a 
sufficient volume of paper that is 
now eligible, the relaxing of the eligibil- 
ity requirements will not tend to 
increase the borrowing by the banks 
from the Federal Reserve, nor will it 
in any normal time increase their 
ability to lend. 


HE above statements should not be 

taken as being reactionary, nor 
should the Federal Reserve Act be con- 
sidered as absolutely perfect and un- 
changeable. Even the Federal Reserve 
Board does not hold to this opinion, as 
is witnessed by the recent report of 
the Committee on Bank Reserves, 
which suggests making these more a 
function of average debits to the 
individual accounts rather than strictly 
on a percentage of deposits. They do, 
however, realize that in a banking 
system as complex and as far-reaching 
in its effects as the Federal Reserve 
System, changes should only be made 
by experts after due study and 
deliberation. The amateur reformer 
will do more harm than good. Nor is 
a criticism of the National Credit 
Corporation or of the other banking 
auxiliaries proposed by the President 
implied. These will undoubtedly serve 
a valuable purpose, but this purpose 
is outside the realms of commercial 
banking, and applies, in general, only 
to specific needs that are admittedly 
transitory. 

If there is a demand for inflation, 
and inflation has in the past served 
some useful purposes, then it should 
be done by some agency aside from 
commercial banks. If there is a method 
that can be found by which business 
can be improved and unemployment 
relieved, then that too should be 
followed, but this again is not 

within the province 





however, drives the 
sufferers to seek relief 
from any possible source; 
to rest a part, at least, 
of their burdens upon 
others. Their demands, 
therefore, are added to 
those of the inflationists 
lor a larger volume of 
bank loans under the 
pretext of advancing 
the date of the busi- 
ness recovery. 

Even less effective as 








of the commercial 
bankers. 


HE banker has done 

his full share by 
loaning to business all 
that might reasonably 
be expected. Addi- 
tional loans must await 
either a resumption of 
activity or an increase 
in commodity prices. 
To act otherwise would 
be to violate the canons 
of safe banking. 
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cBy Fred Copeland 


IMON Thistle lifted his citron eye- 
~ brows and slowly turned his 

masterful Aberdeen nose around 
the board of directors. 

“Yes, I have something to suggest,” 
he announced, folding up his mouth 
and looking straight ahead for an 
impressive moment. 

““Clutchbill over there put this seven 
thousand dollarloanonus.. . .. I 
demand he take it off our hands.” 

“‘Me?” Director Clutchbill clawed 
briskly at his chair arms to pull him- 
self up even-eyed with the enemy. 
“You mean me?” 

“It is unfortunate,” interrupted the 
president of the Ferndale National, 
“that we have waited six months to 
comply with the order of the examiners 
that we remove the old Hammond 
mortgage. Since we obtained title to 
the place we have been hoping Mr. 
Echo Daley, whose place it adjoins, 
would take it offourhands ... . he 
has withdrawn his offer of five thou- 
sand. How do you feel about taking it 
up, Mr. Clutchbill?”’ 

“I’m thrilled to the spine!” 

“Ah,” stated the president regret- 
fully. “Gentlemen, the examiners 
may walk in here tomorrow morning. 
What is your will?” 

“We think he ought to do it,” 
nodded the three necessary for a 
quorum. 

“*Huh, I hadn’t foreseen this murder 
was premeditated,” said Director 
Clutchbill. “I haven’t any seven 
thousand handy to lift this loan!” 

“‘We want it taken out in one week 
i 2. 2 eee 
Thistle firmly. 

Mr. Clutchbill rose slowly on his 
thin, old legs and in his ancient black 
undertaker’s coat. He gave Director 
Thistle a look bristling with war and 
left the directors’ room. 

There were to be many consequences 
from this peculiar directors’ meeting, 
consequences as important to Director 
Clutchbill as the grinning Indian’s 
skull which was to rise strangely out 
of the occasion. And there was the 
strangeness, too, of old ““Hammond 
Castle’’ itself, to which the bank had 
fallen heir because of its $7,000 mort- 
gage, standing high on a terrace, lifted 
like a challenge above the heads of the 
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tallest trees, on the outskirts of Fern- 
dale village. Twenty thousand had 
been spent in putting its bricks to- 
gether, and $30,000 more had been 
uncorked in wine and song under its 
roof before the Hammond family had 
blown up. 

It is certain at this time Mr. Clutch- 
bill had no knowledge of the grim skull 
which was to play so vivid a part in 
his difficulty. For the present he was 
bewildered in trying to think a way 
out of the sudden and expensive 
predicament the bank directors had 
saddled upon him, for when he called 
at Hatch’s general store for a few 
groceries he started out of the store 
without noticing the grocer had called 
to him. 

“I say,”’ called out the grocer again, 
“are you going to take in Duncan 
Thistle’s lecture on Indian arrowheads 
this evening at the brick church?” 

Mr. Clutchbill’s hand stopped with 
the door half open. “Duncan Thistle?” 
he repeated, scowling at the name. 

“Yeah, Duncan Thistle is that rich 
brother of Simon Thistle that’s on the 
board of directors of the bank with you.” 

*‘What’s he fussing with arrowheads 
for?” 

“Oh, he’s got money and every time 
he comes around for a visit to his 
brother Simon, he has a new hobby. 
It’s arrowheads this time 
claims to be an antiquarian.” 

“You say this Duncan Thistle is 
rich?” asked Mr. Clutchbill, feeling of 
his gray goatee while he studied the 
grocer thoughtfully out of his pale 
blue eyes. 

‘“Why, every one knows he is 
they claim that car he came up here in 
cost $11,000, and it looks it.” 

Mr. Clutchbill gently placed his 
parcels on a counter lest they disturb 
a thought that had just crept into 
his mind. ‘Keep these here for me,” 
he said. 

The grocer looked up in astonish- 
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Mr. Clutchbill con- 
tinued to sit there 


«a Saalia cs tank 
ment as Mr. Clutchbill snatched 


quickly twice at the door knob before 
he could get out. 

The old gentleman plodded as 
rapidly as his thin legs would take him 
down the main street of the village 
until he came to a small, weather- 
beaten cottage owned by a trusted 
citizen by the name of Oliver Bero. 

Mr. Bero was on the back porch 
sorting a tangle of muskrat traps when 
Mr. Clutchbill hurried earnestly into 
the yard. 

“Is that car of your’n in running 
order?”” began the old director, still 
several steps from the porch. “I’ve 
got a $10 job for you if you can keep 
your mouth closed.” 

Mr. Bero dropped a muskrat trap 
with a clang and stood up like a man 
released from a dentist’s chair. 

“Ten!”’ he said brokenly. ‘“‘Come 
right over to the car and get in!” 

“I want to go down south of the 
village to Columbus White’s, the feller 
that stuffs birds and tinkers guns,” 
said Mr. Clutchbill, getting into the 
car and slamming the door with a 
tinny crash. 


‘THE car zoomed out of the yard with 

a slow hiss marked by two 10-gauge 
back-fires from the over-stuffed engine. 
Two miles below the village it bounded 
up into a yard and stopped beside a 
faded red cottage. 

Aroused by the sudden disturbance, 
an upstairs window was yanked up and 
a bleak countenance and small brown 
eyes were thrust out over two long- 
fingered hands. 

“I’ve come down,” yelled up Mr. 
Clutchbill, “‘to see if you will sell that 
quart of South Dakota Indian arrow- 
heads you bought last spring at widow 
Tarbell’s auction.” 

“What’ll yuh give?’ uttered the 
countenance up.in the window. 

“One dollar more’n you give.” 

“That'll be one dollar sixty-five . 








nig 
unt 
fro! 


but 
the 
luc 


wo 
Car 


n= 
ere 
vly 
ith 


ed 
re 


im 
ge 
er - 
ed 


me 


the 
ller 
— 


the 


ith 
uge 
ine. 
ded 
ea 


1¢e, 
and 
wn 
ng- 


Mr. 
hat 
ow- 
dow 


the 





CLEARING HOUSE 


they’re up here in the loft. 
up while I get ’em.” 

Mr. Clutchbill went in the back 
door and felt his way with slowly 
waving hands up a narrow staircase. 
When he came into Columbus White’s 
taxidermist parlor he was greeted by 
a smell and the shadowy form of 
Columbus digging under a bench. 

“Here they be,” panted Columbus, 
yanking at a small bag. 

Suddenly the bag let go from the 
heap of things around it and Columbus 
lurched backward bringing the bag 
and uprooting another object which 
hopped around under his feet. 

“For mercy sakes! What’s that?’ 
gasped Mr. Clutchbill, open- 
ing his eyes. 

Columbus gave it a light- 
ning kick and jumped nimbly 
out of reach. 

“It’s that damned Indian 
skull that came with the 
arrowheads! You’ve got to 
take that, too,” he squalled 
in a high, strained voice. 
“Every time I reach under 
that bench, that thing is 
grinning up at me.” 

“T don’t want it!’ declared 
Mr. Clutchbill, eyeing the 
skull’s unearthly glow in a 
shadowy corner. 

“Arrowheads and skull, or 
nothing,” stated Columbus. 
“I’m going to get entirely 
shut ofit ... . twice in the 
night I’ve woke up crawling 
under the bed to get away 
from it. I could bury it, 
I suppose, in the garden, 
but I’'d keep knowing it was 
there . . it fetches poor 
luck.”’ 

“But I don’t want it! I 
won’t take it! I’d as leave 
carry a six-toed bobcat!’’ 

“If you take these arrow- 
heads, you’ve got to lug off the skull,” 
hollered Columbus, lifting his voice 
to a nervous tremolo. 

“Oh, put it in 
bag!” 

“You put it in . there’s the 
arrowheads.” Columbus dropped the 
bag at Mr. Clutchbill’s feet. 

Mr. Clutchbill went over and rolled 
the skull gingerly to the bag with his 
foot. Snatching it up like a bomb, he 
dropped it in the bag, gave Columbus 
$1.65 and went down to the car. 

“Oliver,” ordered the old director 
as he threw the bag in the back seat, 
“IT want to go back through the village 
and down the river road to the old 
abandoned ‘Hammond Castle’ place.” 

Twenty minutes later Mr. Bero’s 
car entered a massive gateway with 
twisted posts and circled up along the 
drive and overgrown flower gardens of 
Hammond Castle. They stopped under 
a great porte-cochere where a gloomy 
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put it in the 


Come on 


‘“‘My dear man! this is astonishing! 


woodbine climbed and looked cau- 
tiously into the upper windows. Mr. 
Clutchbill got out and, taking the bag, 
told Mr. Bero to accompany him. 

Back of the mass of buildings a 
brook wanders between high cut banks 
through a pasture. Mr. Clutchbill led 
the way down to the brook and began 
hunting along the brook bed till he 
came to a place which suited him, a 
gravel shore with a cut bank twenty 
yards away to one side. 

“‘Here we are,” he said dumping the 
arrowheads and skull out of the bag. 

“‘What’n hell’s that?’ Oliver Bero 
snatched a cob pipe out of his mouth 
and took two sudden steps backward. 
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astonishing!”’ 


“That?” said Mr. Clutchbill, giving 
the gaping skull a playful bunt with 
his foot. ““Thatisanantique .... 
that is the skull of Red Lock who was 
stabbed on this spot by General Grant 
in 1520.” 

“Columbus White must have give it 
to you,” said Oliver, walking cau- 
tiously nearer. 

““Yes, Columbus was sort of keeping 
it till I could get time to bring it back 
here to this old Indian burying 
ground.” 

“Is this an Indian burying ground? 
I’ve lived here over forty years and I 
never heard of it before.” Oliver 
looked around with strange interest. 

“You wait till we get through here, 
and see,” chuckled Mr. Clutchbill. 

It was then Mr. Clutchbill went to 
work. He distributed upwards of a 
dozen perfect arrowheads around an 
old half-buried tree stump near the 
margin of the brook. This done, he 
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looked over at the sloping gravel bank 
back of them. 

‘‘Now where was it Red Lock fell?” 
he asked. 

“You can search me,” answered 
Oliver in a small voice, taking no 
interest in the skull. 

“It was right there under that big 
mullen stock that grows on the top of 
the bank,”’ declared Mr. Clutchbill. 

With a little help from Oliver a hole 
was scooped in the gravel bank and 
Mr. Clutchbill thrust in the skull after 
which the spot was carefully dusted to 
give an antique and natural aspect. 

‘‘Now, Oliver,”’ said Mr. Clutchbill, 
when they were back at the brook, 
“after I have daubed this 
arrowhead in the mud here, 
I want you to pick it up and 
put it in your pocket. And 
tomorrow morning fetch it up 
to the post office corner and 
show it around to the boys. 
But don’t say where you got 
it. . . . you just picked 
it up. You understand?” The 
old director lifted out a worn 
leather wallet. ‘“‘Here is ten 
dollars. Let’s go back to the 
village I’ve got to 
get rested up for Duncan 
Thistle’s lecture tonight on 
arrowheads.” 


ATER when evening came 

~ and the mellow glow from 
the tall windows of the brick 
church threw fans of light 
out on the lawn, Director 
Clutchbill was sitting three 
rows back in an audience 
that filled the pews. No one 
there had ever heard so 
learned a lecture on arrow- 
heads nor had any of them 
seen a man so excited about 
arrowheads as Mr. Duncan 
Thistle. When the lecture 
ended, Mr. Clutchbill remained, for it 
is an old-fashioned Yankee custom 
when a lecture is given in a church of 
an evening to wait and shake hands 
with the speaker and tell him how much 
his words were enjoyed. Of course the 
speaker’s brother, Mr. Simon Thistle, 
was there, too, but Mr. Clutchbill 
shook hands with both of them and 
gave his enemy so mellow a look he 
was temporarily disarmed. 
“T)yO you find many arrowheads 
around here, Mr. Thistle?” asked 
Mr. Clutchbill innocently. 

“No, sir, this is not an Indian 
country.” 

“Hm! said Mr. Clutchbill as he 
bowed and took his leave. 

The old director had not gone more 
than a few rods on his way home from 
the lecture when he heard his name 
called out cautiously by some one 
hurrying up from the rear. 
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“It’s me, Oliver Bero . . . . I’ve 
been hunting for you.” 

“Sh-h! I don’t want any one to see 
us talking together.” 

“But I’ve got to. Columbus White 
was up to the village tonight and he 
told me the widow Tarbell was han- 
dling that skull the night she fell down 
cellar and killed herself, and it’s 
fetched him bad luck 
ever since he bought it 
at the auction. Mr. 
Clutchbill, let me throw 
it in the river tomorrow 
morning, will you? It’s 
going to bring us bad 


luck . . . . I helped 
bury it.” 
“Fiddlesticks! You 


leave it alone. I know 
what I’m doing. Did 
Columbus holler it 
around he sold it to me?”’ 

“T don’t know.” 

“Cuss it! I was in 
such a yank I forgot to 
tell him. You be sure 
to show up in the morn- 
ing with that arrowhead. 
Forget the skull . . it 
won’t be there by to- 
morrow night.” 

On the morning fol- 
lowing the lecture at 
about 11 o’clock, a small 
throng might have been 
seen in front of the post 
office on Main Street. 
In the center of it was 
the short, stocky form 
of Oliver Bero. He was 
showing a genuine Indian 
arrowhead; a specimen so perfect and 
artistic it would have aroused the envy 
of the British Museum. There was no 
need to ask if he had just found it, for 
damp specks of dirt still clung to 
several small crevices in the flint. 
It was a startling beauty, chalk white 
and notched at the base with back- 
ward chiseled barbs, and so sharp you 
could almost shave you with it. Oliver 
would not tell where he picked it up. 
“There may be more,” he kept saying 
with a stingy smile. 
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HE news spread rapidly through the 

village and caused instant attention 
not only because one had never been 
found about the village before but also 
because it came right on the heels of 
the lecture. And at precisely thirty- 
two minutes past eleven, Mr. Duncan 
Thistle was seen coming across the 
railway tracks on Main Street. Even 
a child could see he had been extending 
himself; he still wore house slippers and 
his cheeks were flushed like a rasp- 
berry tar'. 

“My dear man! this is astonishing! 
astonishing!’ he vibrated, once he 
stood beside Oliver Bero and held the 
exquisite arrowhead in his large, 


? 


By this time Mr. Thistle 

had got a hand hooked in 

an eyehole of the skull and 
wrenched it out 

















trembling hand. 
only this morning?” 

“Yesterday afternoon.” 

‘““And where, may I ask?” 

Oliver shrugged his shoulders and 
his face became a blank. 


“And you found it 


“Ah! I see . I don’t blame 
you. But it is astonishing! I have 
always understood this valley was not 
an Indian country. This arrowhead 
opens matters of untold interest. Have 
you any more?” 

“I may find some 
bones and Indian pots.” 

Mr. Thistle’s eyes widened. He 
closed his jaw grimly, took Oliver by 
the arm, led him out of the throng and 
started with him toward a quiet spot 
across the street. 

It was at this juncture Mr. Clutch- 
bill, who had been receiving the village 
broadcast in a barber shop, came 
quietly out and made earnestly home- 
ward but on a slant that would bring 
him past Mr. Thistle and Oliver. He 
bowed brightly as he was about to 
pass them, but was suddenly accosted 
by Mr. Thistle. 

“Look here, Mr. Clutchbill, I wonder 
if you would help me? Do you know 
this man?” 


. maybe 
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“Why, of course I know Oliver,” 
said Mr. Clutchbill cordially. 
“Well, he’s struck arrowheads in 


this valley a most astound- 
ing thing! I’m burning to get on 
the field. Naturally he wants to 


dig there alone. I can understand 

his feelings, but —well, I must see 
that field!’ 

““‘Why, Oliver!” scolded 

Mr. Clutchbill. “I’m 

astonished. This gentle- 

man is a guest among 

us. Can’t you take him 

. . . er, pardon me, 

. Mr. Thistle. Come over 


Gis here, Oliver.” 


UNCAN Thistle 

watched anxiously 
while Mr Clutchbill. 
labored with Oliver Bero 
on his behalf. 

“Why, it’s all right, 
sir,’ announced Mr. 
Clutchbill as he came 
back. “I'll take you my- 
self where the arrowhead 
was found. I know the 
place well. But I prom- 
ised Oliver we would go 
secretly and not betray 
the place to any one.” 

“Of course! Of course! 
How can I thank you!” 

“Not at all. Just come 
over to my house after 
dinner and we'll go along 
and see what we can 
find.” 

It could not have been 
five minutes past one 
o'clock that afternoon when an enor- 
mous car stood glistening in front 
of Mr. Clutchbill’s cottage at the 
south end of the village. A moment 
later, with Mr. Clutchbill sitting be- 
side Thistle in the front seat, the car 
wound back through the village and 
down the river road to the old ‘“‘Ham- 
mond Castle” place. Mr. Clutchbill 
had a queer feeling of uncertainty as 


he got out. It irritated him for a 
moment and he looked cautiously 
around. Had Oliver Bero been 


there? 

“Must have been quite a_ place 
once,’ mentioned Mr. Thistle, looking 
up at the large house frowning above 
them. 

“Yes, the family blew up financially 
, place has been empty for 
several years. They’re asking only 
$7,000. Some one is sure to pick it up 
before long. Come this way, Mr. 
Thistle. We go down on the meadow 
back of the buildings . . . . just 
take a look into the stable windows 
when we pass.” 

At the stable both men shaded their 
faces and peered within. 

“See that saddle room!’ exclaimed 
Mr. Clutchbill. ‘And those glassed-in 


(Continued on page 33) 
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The Personnel Department keeps 
records of each employee, show- 
ing the jobs held and salaries 
drawn, dates, periodic ratings by 
superiors in each job... . All 
the data that permit intelligent 


selection for promotion. « 


« 


cBy Walter R. Bimson 
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©Ewing Galloway 


"CO hat Profits in the Personnel? 


Assistant Vice-president, Harris Trust and Savings Bank, Chicago 


E try to keep our unit cost of 
performing work below. our 
competitors’ costs, and simul- 
taneously to pay each individual worker 
more than our competitors can pay. 
This is neither visionary nor profit- 
less. It is hard-boiled common sense 
for any employer to do this if he can. 

We accomplish it —perhaps I should 
more accurately say we approach this 
goal—by a personnel program in our 
bank. 

If you are accustomed to think of 
personnel work as a_ semi-phil- 
anthropic activity, it is a pity to dis- 
illusion you, for there are so few cheer- 
ful things left for a banker to believe 
in. Our bank’s personnel program 
was formally installed a good many 
years ago for exactly the same purpose 
that any other new department might 
be opened. The management believed 
that intelligent handling of personnel 
work would increase the bank’s prof- 
its. Within a couple of years we were 
tabulating definite results instead of 
hopes. The tangible profits add up 
to a total far greater than the cost of 
our personnel work. Each year the 
total of these special profits increases, 
while the cost of doing the personnel 
work stands at about the same old 
figure. 

What personnel work accomplishes 
lor us—and would accomplish in any 


bank where it might be performed — 
can be classified under three major 
headings. It lowers our expense ratio. 
It improves the service to our cus- 
tomers. It provides better human 
material not only for the jobs in the 
ranks but also, far more important in 
the long run, it provides better mate- 
rial to make into officers, managers 
and supervisors. 

Where our personnel department 
can summon its most imposing array 
of figures is in the field of lowering 
clerical expense. This of itself sur- 
prises most bankers, we have found. 
For the general opinion of a personnel 
department among bankers seems to 
be that it is a nice thing to have if the 
bank is rich enough to afford it. 
Actually, as we can demonstrate, it 
saves so much expense we could not 
afford to do without it. Our expe- 
rience is that we have increased our 
total profits far more by decreasing 
our salary outgo than we have by 
adding to our income through service 
charges to customers. Our personnel 
program has been our principal tool 
in holding down our outgo. 

The personnel department’s respon- 
sibility begins with obtaining a desir- 
able class of new employees. For 
many years we have made a definite 
effort to obtain the best availabie 
young men from the graduating classes 


of the universities. As the institution 
has grown, we found that not enough 
of the most desirable youngsters were 
applying —largely, it turned out, be- 
cause banking is regarded among 
college men as a place to spend a long 
time making very little progress. So 
we began going out to the schools 
most likely to provide good material 
and undertook to show the seniors that 
banking offers a good career, and that 
the Harris Trust is so organized that it 
offers an exceptional opportunity. 
This is not idle talk; we are prepared 
to assist men of this type to develop 
into good bankers just as rapidly as 
it can be soundly done. And we en- 
courage applications from college men. 


UR experience, almost since the in- 

stitution’s founding, indicates that 
college graduates are the best people 
to hire for male jobs in our bank —the 
only exception being dead-end jobs 
absolutely requiring a man, such as 
bank police and the like. We find 
that with proper training they perform 
even the lowliest clerical jobs better — 
on their understanding that it is only 
temporary—than do the grade of 
clerks we can get who are content to 
do such work as a career. They make, 
eventually, far better officer material 
than the bulk of men with less educa- 
tional background. Of course not 
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every college man measures up, and 
many excellent bankers never went 
to college. But our experience is that 
our chances are better with college 
men. Most of our officers came 
through this very route. 


RECRUITING — which we are, of 

course, not doing in these times be- 
cause our last year’s recruits have no 
place to be promoted to! —stimulates 
sO many applications that we have a 
wide choice even in the most booming 
times. We consider an applicant’s 
previous record, his apparent aptitude 
for bank routine, his probable promise 
as officer material. At least three 
officers interview him before he is 
hired. This method probably elimi- 
nates some very good men who are 
too different to impress three conserv- 
ative officers. But it brings us a very 
high average of new employees year 
in and year out. 

Essentially the same plan is used 
with women employees, though this is a 
later development. We maintain con- 
tact with promising sources, such as 
high schools having the best commer- 
cial courses. We hire beginners only, 
except in emergencies, and train them 
ourselves. Our training makes ad- 
vancement so rapid and sure for an 
able girl, that our bank is known as a 
good place to work, and even when 
_ good employees are hardest to find in 
the open market, we have a waiting 
list which we have culled from large 
numbers of applicants. These are 
better than ordinary people, as our 
results show. 

Training these people while they 
are on the job enables us to bring 
them quickly to a degree of skill that 
makes them competent for jobs con- 
siderably beyond those commonly 
handled by beginners just out of high 
school or university. Right here is 
where we save salary money on an im- 
portant scale. For by speeding up the 
individual’s development, we increase 
his worth to us more rapidly than we 
have to increase his salary; yet we 
increase his salary more rapidly than 
it would increase in most banks. The 
consequence is that most of our young 
employees —those who have been with 
us no more than four or five years — 
are doing jobs that other banks, lack- 
ing training facilities, would consider 
impossible for people of their ages. 
We know from experience that the 
younger clerks who have had training 
actually do better work than older 
clerks—though this is heresy to the 
average banker. Thus our clerks are 
paid more than they could get else- 
where; and we pay less per unit of 
work performed than is the average 
in banks. Nobody loses, everybody 
gains, by this arrangement. 

New male employees, university 
graduates, we start in the mail and 


circularizing and messenger depart- 
ment. Here they remain until va- 
cancies occur in other departments, 
which may mean any of the divisions 
of banking, trust, or bond departments. 
The first transfer is to a job at the 
lowest clerical level for which we use 
men. After he has made good on this 
job, the youngster is ready to be 
promoted to a job at the next higher 
level. During his training period, he 
holds jobs in most of the divisions, 
and in all three major departments of 
the bank. Anyone who has not expe- 
rienced it finds it difficult to believe 
how quickly these men learn new jobs. 
Learn they do, and in a short while 
they are proficient on any new job. 
For one thing, they have no intention 
of remaining in one small puddle. 
They are out to learn every square 
inch of the ocean which is the bank as 
a whole. 


UT their learning is not confined to 

the practice of bank routine as they 
see it in the various jobs they hold. 
Meanwhile they are taking what we 
call the Harris Banking Course. This 
is a formal school, with classes held 
three times a week for an hour before 
banking hours. These classes cover 
the whole field of banking and finance, 
and are given as lectures—with sub 
sequent quizzes and written examina- 
tions —by officers of the bank particu- 
larly well informed on the various 
subjects. There is outside study, lots 
of it. The student buys a good many 
books which become the nucleus of his 
private library on banking and finance. 
Other books he obtains from the bank’s 
library, still others he borrows at pub- 
lic libraries. This outside study is no 
snap; it takes lots of time and atten- 
tion, and the beginner knows he will 
be held strictly accountable for learn- 
ing everything covered in the assign- 
ments. 

At the end of the training period, 
which may be two or three years or 
even more if it seems best to the 
young man’s superiors, he knows 
something about the whole bank and 
its operations. He knows, moreover, 
just how each operation that he has 
performed in his daily work fits into the 
whole picture, and what its relation 
is to the whole field of finance. He is 
not, let me hasten to protest, a finished 
banker. But he knows a great deal 
about a number of things, and a little 
something about everything that per- 
tains to the profession. Since he has 
been working all through the bank 
and has been studying the whole field 
in class and reading about it outside 
of hours, he has so broad a knowledge 
that his attention is drawn by every 
little thing among the millions that 
occur in the bank. His fundamental 
information permits him to correlate 
and sort out in his mind the multiple 
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phenomena that he sees. Nor is he so 
likely to let these slide by unnoticed, 
as is inevitable with an ordinary clerk 
whose lack of training limits his vision 
to the two sides of his rut. 

As the time approaches when their 
courses are finished, these youngsters 
choose their departments. They can- 
not, of course, select their individual 
jobs because these particular places 
may not be open. But after two or 
three years, an intelligent youngster 
who has worked all the way through 
the bank knows that he is interested 
particularly by trust work, or that he 
wants to work up through bond buy- 
ing, or that commercial banking is his 
goal. As soon as an opening presents 
itself, he moves into this chosen 
department. Thereafter his progress 
lies between himself and his superiors. 
The personnel department’s training 
period is ended, and he is a full- 
fledged employee. 

Such a man, if he has managed to 
hold on through the whole course, has 
proved himself a good man. He knows 
enough so that he has real value to 
his new boss, he can be trusted to show 
good judgment for he knows not only 
the facts on which judgments are 
predicated but also the policy of the 
bank in this respect. In a surprisingly 
short time such a man is likely to slip 
into a substantial job—and fill it to 
everyone’s satisfaction. 

Our training for women is based on 
the same general idea. Our program 
is specifically so different from that 
followed by most banks that there is 
no space to describe it here. As has 
already been stated, we hire girls as 
beginners except in emergencies —and 
there are fewer emergencies every 
year that the plan is used. Our policy 
is to use women everywhere that we 
can, for two reasons: Salary scales 
are lower; still more important, filling 
routine and dead-end jobs with women 
leaves the path open for our college 
men to sweep steadily through to 
bigger functions for which women, as 
yet at least, cannot be utilized in a 
metropolitan bank. 


WE hire girls with two years of high 

school for pages.* All our stenog- 
raphers come as beginners fresh from 
commercial courses in the high schools. 
Women clerks we develop by training 
our pages through transfers much like 
those prevailing among the college 
boys, until the pages find their own 
niches. General stenographers and 
private secretaries of officers come 
from beginning stenographers who 
have been trained in our general 
stenographic department. The bank 
is today chiefly staffed with girls who 
have entered through these two doors, 
though there are some positions for 


*“The Girls of ‘The Front Page’,” The Burroughs 
Clearing House for September, 1931. 


(Continued on page 28) 
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OP? eflections of a Bank Director 


ITTING in at bank directors’ 
S meetings is a liberal education 

in reading human nature. Not 
only is there the reaction of each mem- 
ber to matters that have a financial 
bearing on the institution—the cau- 
tious, the stubborn, the persuasive and 
the yes-man — but there are the varying 
temperaments and characters of the 
customers as viewed in their actuali- 
ties. It may be true, as a general 
principle, that to his physician and his 
banker the average individual tells the 
truth —but it is subject to some modifi- 
cation as to the banker. 

Apparently some individuals think 
it perfectly allowable to misrepresent 
their credit at a bank —just as they are 
not particular about giving up the 
ticket on a railroad if the conductor 
overlooks them. More than once the 
directors of the Center State approved 
loans that, had they understood all the 
conditions, would have been rejected. 
An example of trustfulness was when 
we purchased a $5,000 mortgage on 
some land along the river. 

“The security is worth twice the 
loan,” explained the realtor who of- 
fered it to us—and normally it was. 
“I have examined the abstract and it 
is clear.” 

We had confidence in the agent and 
accepted the mortgage. But a slump 
in land values came and the mortgagor 
died. When a foreclosure was ordered, 
it was found that one heir had an un- 
divided sixth-interest in the land, not 
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cBy C. M. Harger 


Abilene National Bank, Abilene, Kansas 


covered by the mortgage. So we went 
to court and finally after a year or more 
of lawing which involved considerable 
attorney fees, cashed in on five-sixths 
of the land and took a loss of some- 
thing over $1,000. Of course, we 
should have searched the records and 
would probably have done so but for 
our confidence in the agent. 

And, speaking of human nature, I 
have lost some faith in placing too 
great reliance on collateral. When our 
board issued an order and put it in the 
minutes that every borrower of more 
than $100 must have on file a state- 
ment of worth and that in case of any 
doubtfulness collateral must be pledged, 
it seemed that our troubles were over. 
Here, I thought, is a fool-proof system 
that will protect us against loss. But 
I have revised that opinion —it takes 
something more than rules to run a 
bank successfully. 

One day Jim Hanlon, an active con- 
tractor, prominent in civic affairs, 
asked for a loan of $4,300. He made a 
statement that was somewhat clut- 
tered up with obligations and did not 
warrant the loan —hence we hesitated. 


“Tell you what I’ll do,” he offered. 
“ll put up $5,000 in Motorized 
Electric stock —it is worth five points 
above par right now. That ought to be 
enough.” 

Reference to a stock list proved that 
he was right in his quotation and we 
made the loan. Jim had a little hard 
luck after that through the loss of some 
contracts but still was getting along. 
We felt secure, for we held the collat- 
eral. When the note came due he was 
notified but paid no attention. <A 
second notice had no results. Someone 
brought in a stock list and shares were 
down forty points. Then we sent for 
Jim. 

“You took this as security and it is 
up to you to make it pay out,” was his 
astonishing argument. “I feel that this 
is your job —not mine.” 


"THE board had two other sessions 

with Jim but he stood pat and finally 
we sold him out —at half the original 
value of the stock. Jim was judgment- 
proof and laughed at us. 

The psychological effect of having 
given collateral seemed in his case, as 
it did in some others, to lessen the 
personal responsibility of the debtor. 
The old-fashioned country banker who 
loaned mostly on character had much 
in his favor. He knew his man and 
while the statement and collateral are 
not to be despised, something goes out 
of some men’s conscience if they see a 
loophole for avoiding payment. I 
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believe that country banking particu- 
larly will come back more fully to the 
early system of judging the man, 
rather than depending so greatly on 
security. After all, that is the real 
basis of a loan. Jim could have paid if 
he would —not immediately, perhaps, 
but eventually. As it was, he evaded 
entirely his obligation. 

Then, too, I learned something about 
loyalty. It always seemed to me that if 
a customer, whom we had aided for 
years, had business worth while and 
took it to another institution, he 
lacked just appreciation. And _ this 
went for the customer of another bank 
who came to us for accommodation. 

Before the board one day came the 
note of a well-to-do grocer who wanted 
a personal loan of $3,400. 

“Does he do business with us?” 
asked one of the directors. 

“No,” replied the cashier, “‘and he 
never has, but his credit is perfectly 
good.” 

“Then what is he coming here for?” 

“His explanation was that he did 
not want his bank to know he was 
getting the money which he desires for 
some outside purpose.” 

The board unanimously rejected the 
loan with instructions to inform the 
applicant that he should go to the 
bank where he did his banking. One 
director objected on the ground that 
we might make him a customer but, 
even so, that did not seem an ethical 
method of getting business. It seemed 
to us that we took the self-respecting 
course —anyhow, that is what we did, 
though we might not do so in these 
times. 

It is curious how some persons as- 
sume that a director, because con- 
nected with a bank, is an expert 
authority on finance—not many, of 
course, think this but some do. The 
fact is that he is merely a business man 
giving some of his time to guiding the 
institution as best he may in the in- 
terests of the stockholders. He is not 
supposed to be familiar with the 
intricacies of finance —if he has ordi- 
nary “horse sense’”’ and uses it, he is 
doing very well. Suppose he is asked 
for advice on investments? A reply 
that the proper persons to consult are 
the active officers does not always 
satisfy —the inquirer may desire to 





talk to a layman. Then, when one has 
done his best and the counsel does not 
end satisfactorily, comes regret —more 
so to a director than to the president 
or cashier, for they are accustomed to 
experiences of this sort. 

For instance, there was my counsel 
to Mrs. Parmenter, a widow whose 
husband had left her $6,000 in life in- 
surance as his only bequest. 

“IT wish you would talk to her,”’ said 
the president. “She does not like me. 
I am afraid she is going to make a bad 
investment of her money.” 

She was an appealing little woman 
and received me graciously. “I know 
you mean well,” she announced when 
I had suggested Liberty bonds or 
something equally as good. “But I 
have made up my mind. I am going to 
buy stock in a company that is handled 
by a dear lodge brother of my husband. 
I know he is honest and he was so good 
to us during my husband’s illness. I 
will not blame you if anything happens 
—but I know it will be all right.”’ 


‘Tile did as she said. ‘Two years later 
the company was bankrupt and her 
little store was gone. I meet her once 
in a while —she is working in a store — 
but never has she mentioned the in- 
vestment deal or intimated that she 
remembered it, though I know she 
does recall it vividly. Good nerve — 
but I always feel sorry I was not more 
persuasive or did not make her consult 
the president. Just why lodge brother- 
hood or church brotherhood should 
argue financial sense, is beyond me — 
but it does for many. 

Of late years there seems a tendency 
to place more responsibility on direc- 
tors. You see in the press daily con- 
cerning a suspension, “Closed by order 
of the board of directors.”’ I suppose 
it is intended to soften the blow to 
depositors and relieve the bank depart- 
ment of complaint, though it has 
usually given the order. Perhaps this 
is a better way than the old regime 
but it does give a somewhat exagger- 
ated importance to the board’s posi- 
tion. After all, boards of directors can- 
not, in every instance, direct ideally. 










THE BURROUGHS 


During the deflation of the price 
level of farm products of every sort in 
the early ’20’s, our board was in session 
almost every afternoon and some eve- 
nings. The problem of how to scale 
down the bank’s loans to their real 
worth and how to deal with the frozen 
assets that suddenly we found present 
on our books, was something that 
called for careful consideration. Some- 
times we extended loans that we felt 
could never be paid, though there was 
a chance. Sometimes we ruthlessly 
charged them off—and few were ever 
revived. The hundreds of banks that 
found the task beyond their control, 
went through the same difficulties be- 
fore came the end. Probably few of the 
depositors of those banks that sus- 
pended ever gave a thought to the 
directors. There was sympathy or 
criticism of the active officers and they 
were held responsible for whatever 
happened. But the boards of directors, 
who had spent long hours of the night 
trying to maintain the bank’s sol- 
vency, who had almost literally worn 
out the papers in the note case seeking 
to find ways to collect on those that 
were congealed because of the mis- 
fortune of the borrowers, were for- 
gotten. 

Nor, when finally came an upward 
trend and the banks that had been well 
managed came through unscathed, 
was there credit to the directors along 
with the other officers for the wisdom 
with which the institution’s affairs had 
been conducted. This is not because 
the board of directors is considered a 
useless appendage to the bank, but be- 
cause its members appear only mod- 
erately in the public view. Neverthe- 
less, their responsibility and_ their 
service —if they live up to that re- 
sponsibility —is very real and is one of 
the bases of sound banking. 

After all, the directors are not to be 
considered as being equally responsible 
with the active officers for the details 
of the business. It would be impossible 
to give our personal attention to every 
minor item. In fact the only time when 
any of our board was on an exact level 
with the active officers was when on a 
stormy winter day at noon four bandits 
drove up, three entered the bank and a 
director, who had happened in, lay on 
the floor along with the cashier and 


(Continued on page 40) 
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anker-Farmer “Stand Together’ 


. HE bank has a reputation for 
'T co-work with farmers. It has 
never deserted its friends. It 
has never turned down a meritorious 
customer who had a feasible plan for 
going forward and was willing to put 
forth all that was in him to make good. 
“We want to be of assistance to the 
farmers this fall and winter and to be 
able to help them the coming year. 
We shall do all in our power to pre- 
vent any man from being carried 
down and out by this low tide.” 

Isn’t that a splendid encouragement 
for the farmers who have been dis- 
couraged over the current prices for 
both crops and live stock? That 
quotation is a portion of a display 
advertisement run in the newspapers 
of Colquitt County, Georgia, last 
autumn by the Moultrie Banking Com- 
pany. The whole advertisement with 
its story of sane and constructive bank- 
ing, is reproduced with this article. 

The attitude of this bank was 
not a sudden stroke of genius. 


By James Speed 


realized thoroughly that persuading 
the farmers to diversify their crops 
and to handle more live stock was 
merely one small angle to this perplex- 
ing problem. He understood perfectly 
that if the farmers bred and fed live 
stock, a good, steady, local market 
for the animals was essential. It 
was also necessary to develop a market 
for any and all of the crops the farmers 
might grow. 


PUTTING aside the thought that 

Cotton was King, the banks of Col- 
quitt County got together to work 
out some definite plan of action. And 
as the bankers conferred and planned, 
they sold themselves the idea that 
solid and enduring prosperity must 
start with better farming and well 


diversified farming. Later many meet- 
ings and conferences were held for the 
good of the cause. At these gatherings, 
business men, bankers, professional 
men and farmers discussed plans for 
the good of the whole community. 
Gradually this composite group, 
representing the whole county, devel- 
oped a plan. But any plan to get net 
results must be sold to the rank and 
file of the people. Fortunately the 
big team pulled steadily in spite of the 
fact that it was composed of bankers, 
editors of newspapers, railroad offi- 
cials, the College of Agriculture, the 
county agent, the business men, the 
farmers and the secretary of the Cham- 
ber of Commerce of Moultrie. With 
all of these many and varied agencies 
discussing ways and means of solving 
each problem that arose, a composite 
of public opinion could be crystallized. 
The group, quite fortunately, was an 
almost perfect cross section of the 
farming and business interests 








Rather, it developed slowly but 
surely over many years as 
Colquitt County learned to 
know and understand itself with 
mixed farming as a solid back- 
ground. It was part and parcel 
of a carefully conceived cam- 
paign to sell the bankers, the 
business men and the farmers 
a new viewpoint which would 
carry them toward a better and 
safer type of agriculture. It 
came into being and lived through 
widespread co-operation. 

It started in 1914. That was 
the year when the boll weevil 
took tremendous toll from the 
land owners and the croppers of 
Colquitt County. The loss was 
so staggering and so general that 
many of the farmers were un- 
able to meet their obligations 
at the banks. Something had to 
be done because the crop of 
the following season had to be 
financed. Then, too, there was 
the added danger—to both the 
farmer and the banker—of a 
larger acreage in cotton the 
next year. 

Mr. W. C. Vereen, the presi- 
dent of the Moultrie Banking 
Company, felt that well diversi- 
lied farming was the ultimate 
Solution of this most acute prob- 
lem. He had an abiding faith 
in more live stock and better 
live stock for the country about 
Moultrie. At the same time he 
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Standing Together We Will Weather 


This Storm 


-p A Personal Word to the customers of So- 
this bank and particularly to farmers 


HERE is no denying that we have come upon very trying times. 

We thought conditions were bad a year ago, but they are in 
It looks like prices of tobacco, cotton and 
maybe other cash crops will be lower than any of us expected. 
Though our farmers borrowed less money than usual this year, bought 
less fertilizer than usual and made one of the cheapest crops they 
have made in years, it is very probable that some of them will be 
unable to pay out. 


We are sending out this message to our friends to urge them to 
keep their courage and fighting spirit. 
could not be worse. Never has the world had a period of hard 
times that it did not get through it and into better times. We will 
weather this storm if we stick together. 
spirit, use conservative judgement and press on. 


THE ane MISFORTUNE THAT CAN COME TO A MAN 


COMES WHEN HE LOSES HOPE 


Therefore we ask you to look conditions and these 
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ture with confidence. Help always comes to the fight forth all that was within him to make good. We hav 

1d to the man Presses on. ere is nothing anged. it to be of assistance to ome 
than can be done for a quitter. this fall and winter, and to be able 
pap year. We shall do all in our power to preven’ 


This Bank has a reputation for co-working with being carried down and out by the un- 


any man from 
pm Aa ret this low tide. 


WE CAN ONLY HELP THOSE WHO WILL 
HELP THEMSELVES 


bats isa agg for full understanding between debtor 
itor, € therefi 
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WE WILL WIN IF WE STAND TOGETHER 


This Bank was born in a time of financial depres- ee seen we ethene hon i 
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Nothing is so bad that it 


If we keep our fighting 


of the entire county. To put it 
another way, the plan was never 
a one man affair. 

From 1914 until 1920 much 
was accomplished in diversifying 
the crops grown and the live 
stock handled. And while the 
farmers were busy adjusting and 
readjusting their operations on 
the land, the men in town worked 
diligently to establish ready 
markets for everything produced 
on the farms of the county. As 
none of the large packers would 
consider the erection of a packing 
plant at Moultrie at that time, 
the citizens built one of their 
own. It became such a pro- 
nounced success that one of 
the big concerns of the country 
bought it and now operates it. 
Cotton mills, cotton gins, cotton 
seed oil mills, a grain elevator, 
stock yards, tobacco warehouses 
and a creamery were put into 
operation. From this it can be 
seen that cotton was not ban- 
ished. It was merely given its 
logical place in a well regulated 
agricultural program. 


Y this time Colquitt County 

wished to know what had 
been done and what might be 
accomplished in the future. The 
outcome was a methodical and 
painstaking survey of what the 
most successful farmers were 
doing in various lines of produc- 
tion. It would have been a very 
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simple matter to launch a survey which 
would eventually appear in circular 
form with a mass of figures and 
statistics; but Colquitt County wished 
something direct and convincing to 
stimulate constructive thought in the 
average person living on a farm. 

It was decided that motion pictures 
were the logical means by which the 
general public could be reached and 
persuaded of the value of certain lines 
of farming. Films could have been 
obtained from the College of Agri- 
culture or the Department of Agri- 
culture at Washington; but it was felt 





are there any vacant houses in Moul- 
trie. 
*” & * * 

“In all instances we find that food 
and food crops have been provided in 
abundance and we can proclaim with 
pride that our pantries and corncribs 
are full. 

* * * * 

**A calm survey of Colquitt County 
farms shows that not all of our farmers 
are actually on a year around profitable 
basis and less than half have firmly 
adopted the mixed farming plan. The 
balance of our farmers are fairly pros- 


THE BURROUGHs 


the carefully developed, long time 
plan have paid in cold dollars and cents 
can be seen from the table of receipts 
from farm produce covering a series of 
years. 

In prosperous years any old plan 
will get net results. But the real test 
of a plan came in 1931, the year of 
disastrously low prices. 

A report from Mr. W. C. Vereen 
made to the writer on December 4 
last, brings out several most interesting 
and encouraging points in regard to the 
value of this plan when times are hard. 
It seems that the farmers of Colquitt 






































that the success of the campaign perous and are fast adopting the County have been hurt by the depres- 
depended upon honest, everyday, diversified program. We feel that sion; but that they have weathered 
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The film developed and than most of the farmers 
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This unusual, built- 
at-home film was strictly for home 
consumption. It was a rapid-fire pic- 
ture of many and varied and vivid 
high points in successful farming. It 
was a brand-new type of direct 
advertising to sell an idea. It was 
developed to cause the average farmer 
to scratch his hard head and say, 
“Well, look at that, will you? If old 
Bill Jones can do that on his farm 
in this same county, why can’t I do 
it, too?” 

The educational show toured the 
whole county. It was put on the screen 
in every church and schoolhouse in 
an effort to reach and convince every 
man, woman and child of the great 
value of sane, diversified farming. Its 
purpose was to make the people think, 
talk and then act. 


"THE viewpoint of the Chamber of 

Commerce of Moultrie is expressed 
in a few paragraphs from a statement 
made in October, 1930: 

“We do not profess to be enjoying 
a boom in Colquitt County; however 
we do say that as result of our mixed 
farming program, economic conditions 
are far above the average. 

“It is a fact that there are no vacant 
farms in Colquitt County. Neither 


there is a lot of work ahead of us and 
this partnership of city and county 
must be constantly and permanently 
maintained. New problems arise each 
year and must be handled. Our 
farmers have done their part of the 
job wonderfully well and the city man 
is learning to do his part better each 
year. We think the burden of further 
progress rests with the business men. 
Our farmers will produce anything 
that can be sold at a profit and will 
produce in greater quantities each 


year, if the proper market is pro- 


vided.” 

In that final paragraph concerning 
the absolute necessity of developing 
the local market by the banker and the 
business man lies the main reason for 
the success of the Colquitt County 
plan. In the working out of the prob- 
lem, the banker and the merchant 
have learned that it is not enough for 
them to be merely money lenders and 
shopkeepers. They have been able 
to see that they must be willing to 
work for and with the farmer. They 
have learned that they must be the 
active agencies through which the 
man on the soil may reach a pros- 
perous position in his community. 

That this hearty co-operation and 


number of the farmers 
have sold and have paid their debts. 
Other farmers have allowed the bank 
to carry between six and seven thou- 
sand bales. The bank is in a position 
to hold this cotton for the farmers for 
some time. In fact, the bank expects 
to hold the cotton for higher prices. 

The keen disappointment of the 
farmers, which followed the opening 
of the tobacco market in August with 
its low prices, was even greater than 
when cotton began to sell. But this 
feeling is now passing, largely because 
the farmers in the community realize 
that they are much better off than the 
farmers in many other portions of 
Georgia. 

If a well defined program of hearty 
co-operation had not been followed 
consistently and persistently for 2 
number of years, Colquitt County 
would be suffering great hardships 
today. The results of the work i 
1931 and the years that have gone be- 
fore, convince the business men, the 
bankers and the farmers that the 
thing for the future is to cling to the 
plan. In fact, the program will be 
adhered to more closely in 1932 than 
ever before. More food stuffs will be 
planted and harvested in 1932, even 
if some of the products should sell at 


(Continued on page 27) 
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CLEARING HOUSE 


"Cp Jhat Is Liquidity? 


the question: ““What 

is it that everyone 
asks, What everyone gives, 
and what very few take?”’ 
The answer is “advice.”’ 
Somewhat similar is bank- 
ing liquidity. All talk 
about it, all desire it, but 
few possess it. It is that 
quality in a bank’s loans 
andinvestments that makes 
them readily convertible 
into cash at any time, or 
at short notice, without 
serious depreciation in 
value. 

Most of our accepted 
tests for loans, at any rate 
on the commercial banking 
side, are related to liquidity. 
The idea of “‘self-liquida- 
tion,’ of having a definite 
source of repayment in 
sight, of inquiring into the 
purpose of the loan with 
a view to finding out how 
far the money is to be sunk 
in fixed assets, all these 
relate to the liquidity of 
loans. The use, in recent 
years, of the term “‘frozen’”’ 
to assets that are uncol- 
lectible is intended to convey the 
thought that although proven not 
to be liquid at the present, such loans 
may “thaw out” under more propi- 
tious circumstances. Yet despite all 
these approaches to the problem of 
liquidity, very few of us have our 
ideas clear as to just what liquidity 
means and just what place it has in a 
commercial bank’s actual operations. 

In the first place there is no such 
thing as an absolutely liquid loan. 
rhe term is a relative one. The most 
nearly liquid of all loans are probably 
stock exchange call loans. These are 
secured by collateral that is revised 
lrom day to day in relation to its 
selling value, and the money is forth- 
coming at a moment’s notice —or, to 
be more exact, two hours’ notice. The 
probability of such a loan freezing is 
very remote, yet such a thing is not 
impossible. There were days in the 
fall of 1929 when the machinery of 
tall loans was being taxed perilously 
hear to the breaking point. From the 
stock exchange call loan to the other 
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extreme, represented today perhaps 
by a mortgage on farm land in some 
section that has been badly depressed, 
there lie all sorts of intermediate loans 
and investments. 


Interest Rates 


One reason, at any rate, why there 
has been less clear thinking on this 
all-important matter is that banking 
competition: for the best liquid assets 
drives rates down to levels that make 
it difficult for the bank to make both 
ends meet if it adheres to strictest 
requirements of liquidity. Call loans, 
with one exception of 1929, have for 
years drawn very low earnings. The 
same tends to be true of the best names 
in the commercial paper market, while 
bankers acceptances are held only by 
banks in the money centers that must 
be at all times ready for large with- 
drawals. The real problem is not so 
much to keep the bank liquid, but to 
do it and still keep the earning assets 
returning adequate rates of income. 
It is the liquid loan that carries a 7 
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cBy Hy. W. Sanders 


Cashier, First National Trust and Savings 
Bank, Santa Barbara, California 


per cent rate that we most 


of us need. 
There are in every 
locality a large number 


of these loans and they are 
the ones that form the back- 
bone of the bank’s port- 
folio. If carefully selected 
and checked, they may be 
just as good as the gilt- 
edged paper that is known 
over such a wide area that 
thousands of banks com- 
pete for it and reduce rates 
so low. 


Where Money Is Moving 


The first and most im- 
portant of all liquid loans 
are those where money is 
moving from buyer to 
seller and the bank gets 
title to the loan. This is 
the basis of the European 
system of banking which 
has been built up over 
centuries of experience. 
The acceptance is its per- 
fect form, for in this in- 
strument we have the un- 
conditional promise by the 
buyer that he will pay at 
maturity, together with the 
guarantee of the seller that if the buyer 
fails to pay, the seller will do so. 
However, the acceptance is not the 
only way in which the bank can inter- 
cept the debt owed by the buyer of 
merchandise. A simple promissory 
note of the manufacturer or wholesaler, 
running with the terms on which he 
has sold goods to fair commercial 
risks, and with repayment contem- 
plated from collections, is just as much 
based on movement as the accept- 
ance, though in less satisfactory form. 
In either case it must be assumed that 
the honesty of the borrower and his 
business standing form essential ele- 
ments in the credit granted. 

Money advanced against building 
contracts, and repayable out of the 
installments as the structure reaches 
various stages of completion, is next 
in order of liquidity. It is not usually 
as good as a loan based on straight 
sales of seasonable merchandise, be- 
cause these latter will in all probability 
be sold and provide the funds for the 
repayment of the loan. In the case 
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of a building contract, we have to 
rely on the funds presumably provided 
for or arranged by the party under- 
taking the project, and there are not 
wanting examples of frustrated hopes 
and a broken contract. The retailer 
buying on credit terms from the whole- 
saler is normally willing 
and anxious to see the debt 
cleared. The contractee 
may be less punctual. 


Seasonal Loans 


A large part of those 
liquid loans that are avail- 
able to a local bank are 
those that are based on 
seasonal operations. The 
money that is advanced 
to the farmer to grow a 
crop is a case in point, and 
should be repaid as soon 
as the crop is sold. To 
lend money for the purpose 
of carrying a crop in an- 
ticipation of a better price 
only too often defeats the 
purpose of maintaining 
loan liquidity. 

Most businesses have 
seasonal requirements and 
these too can be made the 
basis for good liquid loans. 
One of the things a good 
loaning officer should al- 
ways watch for in the 
statements of his cus- 
tomers is the extent of 
the normal peak load and 
the time when it occurs. 
Bank credit may properly 
be used for carrying a 
part of the financing burden 
at these periods. However, 
as in the case of the 
farmer, repayment should be insisted 
upon at the end of the peak-load season 
so that there may be no danger 
that the bank loans will become 
frozen into the fixed capital structure. 

In some cases the peaks of business 
will not be seasonal but irregular. A 
bank in an important import city 
recently had loans that were criticized 
by the bank examiners because they 
did not “clean up” at least once a 
year. In each case it was shown that 
the advances were made for the pur- 
pose of financing some specific import 
shipment which was either already 
sold or for which there was an assured 
market, and that at any time the bank 
might stop loaning and the loans 
existing would run off and liquidate 
through the specific transactions being 
accomplished. There could be no 
question of the liquidity of such loans, 
even though they would not afford 
satisfactory measurement by the yard- 
stick of a yearly cleanup. 


Liquidity by Marketability 


By far the most of our troubles in 


these days are due to the failure, 
absolute or partial, of the market- 
ability of certain classes of assets. 
Bonds that were bought with the 
assurance that they could be turned 
into cash at any time, are in some 
salable only at 


cases now ruinous 
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purchasing power of money. If this 
country borrows heavily for the pur. 
pose of meeting its deficit in the next 
several years, we may see a decline jp 
United States Government obligations 
unless the raising of income taxes jp 
the higher brackets drives the wealthy 
into tax exempts fast 
enough to offset it. 

With regard to mortgage 
loans there are two con- 
ditions that sometimes 
bring them within the limits 
of ordinary banking liquid- 
ity. The first is a low ap- 
praisal. If we were to take 
a valuable property, costing 
perhaps $100,000 four years 
ago and with suitable earn- 
ing power, and loan $25,000 
against it, we might be able 
to rely on getting a pur- 
chaser in case of foreclosure 
by sheer force of buyer- 
attraction. The second is 
where the mortgage is re- 
payable on such terms of 
amortization as to be con- 
stantly liquidating. _ 

The latter is the reason 
why building and loan as- 
sociations have such a long 

















discounts. 
city mortgages 
simply because investors have lost 


Farm mortgages and many 
are unmarketable 


faith in their soundness. We are 
beginning to realize that marketability 
is a weak support on which to lean. 
During a local stringency or disturb- 
ance, it is possible to sell securities 
listed on established exchanges for the 
simple reason that normal demand is 
coming from other parts of the coun- 
try that have not been affected. But 
when all the country is caught in a 
situation like the present, all such 
securities are likely to be _ badly 
depressed. 

United States Government securities 
enjoy a preferred position because of 
their eligibility for rediscount with the 
Federal Reserve banks, and also on 
account of their exemption from in- 
come taxes. This brings to the gilt- 
edge market a demand that is normally 
always able to take up all offerings, 
yet British experience with ‘“‘Consols” 
over 200 years shows many ups and 
downs in price as the market is affected 
by interest rates and variations in the 


record of successful opera- 
tion. The rate of amortiza- 
tion should be at least twice 
the normal depreciation on 
the building. Then by the 
time a couple of years’ pay- 
ments have been made, 
the loan, if carefully made 
in the first place, should 
begin to enter the “low 
appraisal”’ class. 

In this class, too, fall 
those loans that are based 
on installment contracts. A few years 
ago these were very unpopular with 
bankers because they did not approve 
of the customers going into debt for 
consumers’ goods. Yet the record is 
surprisingly clean. Finance company 
paper has in most cases proved to be 
good pay, and the reason is that these 
loans are reduced every month. The 
further the borrower goes, the less is 
he likely to default on his note and lose 
his property. These loans therefore 
are liquid because continually reduced. 

There is just one other class 0 
liquid loan, and this is the most 
debatable one. These are loans where 
the borrower has a long record 0 
prompt payments, together with the 
earning ability and capital to enable 
him to carry out his policies. It is the 
hardest sort of loan to judge, for n0 
one can ever tell when a long series of 
good precedents will be broken, yel 
in the last analysis we must always 
remember that we are loaning to met 
and women and not to machines, an 
that the human element in loans must 
always be our chief concern. 
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Opportunity. .... cs; 


even today — but one man alone ean’t hear her 


Waiting for your bank’s bond account to ‘‘come 
back” is likely to be a long and expensive process. 
Doing something to bring it back will be much 
more profitable. And you can do something about 
it today, as many banks are finding out. 


You can examine your holdings carefully, change 
the less desirable ones for others that give promise 
of quicker recovery. You can keep a constant look- 
out for significant trends that will influence .the 
value of certain securities. But you can’t catch 
these opportunities if—as too many banks are 
doing —you throw the entire management burden 
on a single pair of shoulders. 


Competent management of your bond account 
requires an intimate knowledge of rails, utilities, 
governments, industrials, foreigns and other bonds. 
It demands a close and painstaking following of 
science, politics, fashions, finance in every land, and 
the ability to grasp the investment significance of 
each new event. Only a large staff such as Moody’s, 
with experience and facilities such as Moody’s, can 
be expected to do justice to such a tremendous job. 


Today, Moody’s Supervisory Service is doing this successfully for hundreds of banks, 
guarding their accounts with constant watchfulness, guiding them with the personal 
services of an experienced staff. It can help your bank in the same way. 


The fundamentals of a sound investment policy for your bank are discussed in our 
booklet: ‘Management of the Bank’s Bond Account.” Write for your copy now. 
We'll also send copies to your directors, if you wish. Just address 


MOODY'S INVESTORS SERVICE 


JOHN MOODY, President 
65 BROADWAY NEW YORK CITY 


BRANCH OFFICES IN ALL PRINCIPAL CITIES 


In writing to advertisers please mention The Burroughs Clearing House 
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HE Vancouver, B. C., Clearing 
House Association is to be com- 
mended for the manner in which 
they have tackled the small checking 
account abuse. A schedule of charges 
has been adopted and the scale pub- 
lished in the daily press. This method 
of handling the situation is in line with 
the views of many managers who 
believe that banking services should 
be priced like any other commodity 
and the price given the widest pub- 
licity. The scale of monthly charges 
in effect at Vancouver is as follows: 
On average balance below $200, 7 
cents per check. 
$200 to $299, 10 checks free, 7 cents 
for each additional check. 
$300 to $399, 20 checks free. 
$400 to $499, 30 checks free. 
$500 and over, 40 checks free, with 
a 7 cent charge on all checks beyond 
the stipulated amount. 


+ * * 


“Yes we have no money today,” an 
Ontario bank teller told early cus- 
tomers recently at one branch, It 
was true, too, for all the cash of the 
branch was locked up in a vault which 
refused to respond to the combinations. 
The Ontario clients, however, were 
more amused than concerned over the 
bank’s predicament and the matter 
was fixed up with a competing bank 
loaning enough cash to tide the branch 
over the emergency. The locked-out 
problem, incidentally, is one that is 
faced frequently by a large branch 
bank and supervisors’ departments are 
prepared to deal with the situation 
when it occurs. Some of the Canadian 
banks retain a reputable firm of lock- 
smiths at large centers and when a 
lock-out is encountered at a country 
branch, an expert diagnoses the case 
by long-distance telephone. If the 
expert believes that the situation can 
be handled by the local mechanic or 
the staff, he gives the necessary 
instructions over the telephone. The 
expert is paid a fee for his advice and 
in many instances the safe or vault is 
opened with little loss of time or incon- 
venience. It has been found by 
experience that this system has cut 
down lock-out expenses, often elimi- 
nating long train: journeys to isolated 
branches by highly paid mechanics. 


* * * 


One manager believes that ‘‘What 
you don’t do until the locksmith 
comes” is the thing that counts in a 
lock-out. He relates a particularly 
harrowing tale of a ‘“‘rastle’ with a 
stubborn safe which would indicate 





that even the best of systems is not 
always expense-proof. The villain in 
the piece was a big book-safe, weighing 
around four or five tons, which was 
doing temporary duty at his branch in 
lieu of a vault. It was necessary to 
change the combination of the inner 
money chest and, according to the 
manager, everything went about as 
smoothly as a war-debt conference. 
First the teller made a mistake in his 
numbers and, fancying himself some- 
thing of a mechanic, this officer pro- 
ceeded to adjust his error by taking 
the works apart. This was bad but 
there was worse to come. As the teller 
was sorting out a nice collection of 
wheels, bolts, nuts and screws which 
he had left over, he accidentally closed 
the door of the compartment. The 
situation immediately became more 
complicated for notwithstanding the 
fact that most of the “innards” were 
lying on the floor outside, the door 
refused to open. The telleg-mechanic 
then retired into the background and 
the only mechanical expert in the 
village was called into consultation. 
This happened to be the local garage- 
man and the only contribution he 
could make to the problem was the 
removal of a few more nuts and bolts, 
including the hinges of the door. This 
development only served to increase 
the rapidly growing pile of spare parts 
and the door still refused to budge. 

It was at this stage that the manager 
decided to let the supervisor’s depart- 
ment share some of the worries of the 
balky safe, so he apprised the district 
head office of the lock-out by tele- 
graph. A lock expert was soon in 
long-distance communication with the 
branch and he was so impressed with 
their mechanical progress that he 
concluded there couldn’t be much left 
inside the safe to hold the draw-bar. 
His recommendation was to turn the 
safe upside down. This didn’t sound 
encouraging but a lock expert is a lock 
expert and the manager was game. 
Gathering a few of his hefty customers 
together, the manager had the big safe 
upturned and the chest-door was given 
a half-hearted tug before a group of 
doubting Thomases. It happened that 
the lock expert was right but they had 
forgotten about the garage mechanic 
who had removed the hinges. The 
heavy door fell out, hesitated at the 
floor and went right on through to the 
basement carrying some of the bank 
fixtures in its train. At this psycholog- 
ical moment a telegram arrived from 
the district head office asking if the 
lock expert should be sent out. The 
manager relates that as he gazed at the 
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(Yanadian Notes and Comment 


By G. A. G. 


wreckage he thought a reply along the 
lines of “Hold expert but send new 
bank building,” would have covered 
the situation nicely. 


* * * 


The premium on the United States 
dollar has produced a new calling in 
some of the large cities of Canada. 
A few enterprising individuals are 
keeping the bailiff from the door by 
purchasing small quantities of Ameri- 
can silver and copper from the public 
at a small premium. When a fairly 
substantial sum has been accumulated, 
a cashier’s draft is purchased at an 
American bank and then retailed to a 
Canadian bank at the current market 
premium. These unofficial money 
brokers’ profits are small and _ they 
have to keep a “‘weather eye’”’ on the 
foreign exchange fluctuations to guard 
against inventory losses. 


* * * 


The history of some of the old 
Maritime banks which contributed so 
much to the development of Canada’s 
national banking system, was recalled 
recently when a hoard of bank notes 
was presented for redemption at a 
Nova Scotia branch. Included in the 
bundle were bills of the Merchants 
Bank of Halifax, the small local bank, 
founded in the City of Halifax in 1869, 
which refused to confine itself to a 
narrow environment and, changing its 
name, expanded into that great inter- 
national institution, the Royal Bank 
of Canada. Other bank notes rep- 
resented included the Bank of British 
North America which was absorbed by 
the Bank of Montreal in 1918, the 
Peoples Bank of Halifax which was 
also taken over by the Bank of Mon- 
treal in 1905, the Union Bank ol 
Halifax absorbed by the Royal in 
1910, the Merchants Bank of Prince 
Edward Island taken over by the 
Canadian Bank of Commerce in 1906. 
The hoard must have dated back well 
over a quarter-century and the old 
notes, all good, are relics of the merger 
period in Canadian banking history. 


* * * 


Visitor (on being shown about head 
office): Who is that officer over there 
with the pained expression on his face? 

Bank Guide: Oh that is the foreign 
arrangements man. He _ had_ just 


issued a carefully prepared circular to 
500 branches on a new bank arrange- 
ment and has received a cable with the 
information that the country has 
slipped off the gold standard, adopted 
a new monetary unit and restricted all 
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dealings in foreign exchange, the 
correspondent bank has merged with 
another institution and both are in 
liquidation. 

* * * 

Many customers have an exag- 
gerated idea of the importance of their 
business to banks. A Canadian man- 
ager recently sent out a circular letter 
to small checking account customers 
announcing the institution of an opera- 
tion charge. Shortly afterwards he 
received a call from one of the recipi- 
ents who protested vigorously against 
the fee and said impressively “that he 
had put $5,000 through the bank in 
the past year.” The manager referred 
to the branch records and found that 
the customer was right. He had put 
the $5,000 through just about as fast 
as the ledger clerks could charge up 
the checks. The customer’s average 
balance had never exceeded $100 and 
he was a prolific check-writer. The 
fact that customers are under the im- 
pression that this class of business is 
profitable would indicate there is still 
room for educational spade work. 

* * * 


Once upon a time there was a 
branch manager who made a practice 
of reading aloud all the fine print on 
the legal forms presented for the 
signatures of borrowing customers. 
He was much discouraged, however, 
on one occasion when taking a real 
estate mortgage to notice that his 
farmer client had dropped off to sleep 
during the reading of a page of legal 
phraseology. The farmer’s wife, 
though, evinced more interest and 
giving her mate a vicious poke, 
requested the manager to repeat it for 
her husband’s benefit. The con- 
scientious officer cleared his throat and 
struggled through the clauses again, 
feeling that here at last was someone 
who was appreciating his efforts. After 
he had finished, the wife thanked him 
profusely and said gushingly, “I 
wanted John to hear you because I 
am sure by your accent that you 
both must come from the same part of 
the old country.” 


Banker-Farmer “Stand 
Together” 


(Continued from page 22) 


extremely low prices. The community 
begins to understand. that it will be 
better to get low prices for general 
farm produce than to plant a large 
acreage in cotton and tobacco. 

The Colquitt plan is not new. It 
has been tried and tested for many 
years. In good times and in bad 
limes, it has invariably worked out 
to benefit the farmer, the merchant and 
the banker. The plan will go on to 


help the whole community in the years 
to come. 
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What Profits in the Personnel ? 


which we have to hire young women 
with broader training, usually uni- 
versity graduates. 

Here, among the female clerks, the 
personnel department can show its 
most sensational savings. Bringing in 
the girls at such young ages results in 
a very low average age throughout 


the staff. These girls stay longer 
before they leave on account of 
marriage. Our young women are paid 


somewhat more than average salaries 
in our city, and much more than their 
friends of equal age are making. But 
because our training makes them 
efficient in such a short time, they 
turn out the work at lower expense per 
unit performed. Our total clerical 
expense, by the figures of the Federal 
Reserve Bank of Chicago, are consider- 
ably lower than the average for banks 
our size. This policy in regard to girl 
clerks, plus the low cost of our male 
clerical work due to the college men 
who perform it all during their training 
is responsible for much of this saving. 

The personnel department watches 
the progress of all employees, their 
promotion and transfer, and handles 
firing where it is necessary. It keeps 
records of each employee, showing the 
jobs held and salaries drawn, dates, 
periodic ratings by superiors in each 
job, all the data that permit intelligent 
selection when a promotion is in order. 
These guard against unfair judgments, 
no matter how well-intentioned, and 
consequent unfair discrimination 
against employees. Besides _ safe- 
guarding the bank from getting in- 
competents in high places, this system 
has even greater value in holding the 
loyalty of employees. For they know, 
even though they never heard of the 
records, that somehow people are 
promoted who deserve it. And they 
work to deserve it. 


()F great value in promoting is our set 

of job ratings, a numerical scale by 
which the weight of each job in the 
bank is measured and the salary set 
by the management on this basis. For 
example, let’s look at the record of 
promotions of one employee, giving 
the job rating in figures after each job: 
junior messenger 9, bond ledger clerk 
11, coupon blotter clerk 13, coupon 
ledger clerk 16, assistant note teller 20, 
collateral clerk 21, bond custodian 23. 
With each transfer, you see, the clerk 
went from a lower job to a higher, 
which entitled him to a raise at the 
next annual consideration of salaries. 
Our people know that this method of 
promotion exists, and is followed. Con- 
sequently they have confidence in their 
own futures with the bank. 

Another promotion policy that we 
consider essential to fair treatment, 


(Continued from page 18) 


and essential to the bank’s interests 
in holding the loyalty of employees, is 
that we are always willing to override 
departmental lines in promoting an 
employee. A corallary is our willing- 
ness to handicap a department tem- 
porarily if need be for the sake of 
promoting a_ deserving individual. 
Even though a department head pro- 
tests that it will work a hardship on 
him to lose a particularly good clerk, 
*this is no excuse for holding back the 
advancement of this individual until 
an opening comes in his or her own 
section. 

Likewise we hold firmly to doing our 
firing at the earliest possible stage of 
an employee’s connection with us. It 
is poor business for us if we spend 
several months or years in developing 
an employee, only to discover finally 
that he will not fit in. We hire always 
with the understanding that the first 
weeks or months are a_ probation 
period. If we are not sure at the end 
of the stipulated time, we extend it 
another definite period of probation. 
If we are still in doubt, we usually 
assume that it will never work out, 
and let the employee go. In our expe- 
rience, the sooner we weed out the 
people who do not measure up to our 
original appraisal of them, the better 
it is for the bank. Moreover, by doing 
our firing early we avoid shaking the 
confidence of employees in the security 
of their jobs. 


HATEVER we may advocate in 

our savings department advertis- 
ing, most bankers realize that only the 
exceptional individual will attain finan- 
cial security by unsupervised saving. 
So we take steps to make sure that our 
employees have a guaranty of financial 
security for the future if they stay with 
us. Ours is a contributory profit- 
sharing plan, to give it its technical 
designation. Every employee must 
contribute not less than 2 per cent and 
not more than 5 per cent of his annual 
salary, with a maximum of $200 
annually, into our profit-sharing fund. 
Into this fund the bank contributes 
5 per cent of its profits, apportioned 
to the individuals according to their 
contributions. Upon leaving our em- 
ploy, the individual may withdraw the 
entire sum that stands to his credit, 
excepting only the share contributed 
by the bank during the past twelve 
months. This we consider far superior 
to the common method of withholding 
the share contributed by an employer 
unless the employee remains until 
retirement age. Under this latter 
plan, the employee is tied to the bank 
and loses his feeling of freedom to 
leave. Moreover, since discharging 
an employee of long standing forfeits 


him so large a sum, the bank’s officers 
and managers humanely hesitate to 
fire people who in the institution’s 
interest should be let out. A reasop. 
able number of resignations is healthy, 
and tends to lower the general salary 
level, so it is certainly contrary to 
bank policy to place artificial obstacles 
in the way of an employee’s leaving, 
The employee who starts young, takes 
advantage of our plan to the maximum, 
however, and who remains with us 
until his retirement, is equipped with 
enough money to permit him to live 
comfortably on the income. 


Mest bankers seem to doubt the 

necessity or wisdom of what might 
be termed the accessory methods of a 
personnel plan—not the bones of it, 
such as hiring, supervision, promotion 
and discharge, but rather such parts 
as social activities, dramatics, athletics, 
savings and loan fund, encouragement 
to individual education, health super- 
vision. We know, from experience, 
that these are really as essential toa 
personnel program as are the more 
obvious essentials. 

There are two approaches to per- 
sonnel work, both of which must be 
considered at all times. One may be 
called the bank’s standpoint. In this, 
we ask ourselves continually: How 
do we do it so that it will be profitable 
to the bank? And this must even 
include some things tending to be 
obnoxious to employees: time clocks, 
time studies, wage cuts in times like 
these, and soon. From the employee’s 
standpoint, the well-rounded personnel 
program tries to make it worth his 
while to work with us, make him want 
to keep in step with our whole per- 
sonnel program because he sees it is 
to his interest. This makes it easier 
for him to come along than not to. 

These accessory methods all build 
esprit de corps. They help convince 
the employee that the bank is a good 
place to work, give him a loyalty of 
the heart rather than of the mind. 
Consequently, when it becomes neces- 
sary to do something that he had 
rather we did not do, he tends to come 
along rather than fight against it. All 
of this helps to make the main pel- 
sonnel program more effective and 
more profitable. 

For it must never be overlooked 
that a properly conceived and intel- 
ligently operated personnel program 
pays, that its only excuse for existence 
is that it yields a profit. And while, 


from our own experience with per- 
sonnel work, we know that it is just as 
definitely profitable as any activity 
of the bank in proportion to its size, 
we should not hesitate to slice it off 
if it proved otherwise. 


For, like all 
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CLEARING HOUSE 


bankers, we are in business to earn a 
profit. The personnel department that 
cannot show a profit is a philanthropy 
-and as such is outside the proper 
functions of banking. 


Progress of the Emer- 
gency Acts 
(Continued from page 9) 


One provision of the act directs that 


Twenty-nine 


IN PITTSBURGH 7 of the 8 leading banks 
| 
| 
| supply their customers with checks made on 
| 


La Monte Safety Paper . . Here, as in all 


$25,000,000 of the total shall be used | 
exclusively to supply funds for use in | 


place of amounts tied up through 
extensions of payments granted to 


borrowers. The act authorizes the | 


directors of a federal land bank when 
conditions justify it to extend in whole 


or in part any obligation that may be | 


or become unpaid under the terms of | 
any mortgage. The unpaid amounts | 


may be extended for a period of five 
years. 

Considerable controversy developed 
over the President’s plan to create a 
system of home loan discount banks 


with a maximum of $150,000,000 of | 


government capital to supplement such 
amounts as are privately subscribed. 
On behalf of the scheme it was con- 
tended by the National Association of 
Real Estate Boards and others that it 
would relieve the home owner who 


OUT OF 





now fears foreclosure owing to inability | 


of financial institutions to refinance | 
existing mortgages, that it would help | 


the manufacturers of building supplies 
and members of the building trades, 
and that it would revive the real 


estate market and stabilize existing | 
values. Against the bill, it was argued | 


on behalf of the Mortgage Bankers’ 
Association and others that it would 
stimulate construction of homes ab- 
normally and that the temporary pros- 
perity would be followed by an increase 
in foreclosures, that existing credit 
agencies augmented by the Recon- 


struction Finance Corporation should | 
be allowed to demonstrate their use- | 


lulness in the present situation before 
setting up this new system of banks, 


financial and industrial centers the country over, 
La Monte is the preferred check paper, accepted, 
used, and appreciated for its safety, durability; 


for the distinction it lends to every transaction. 


that bonds of the new home loan | 


banks could not be sold at a low enough | 


rate to allow a reasonable interest rate 
lo the member borrower, that the 
sale of the bonds on a tax exempt basis 
would further deplete tax income to 
the federal and state governments and 
would depreciate other government 
securities, that in times of depression 
it would be difficult to sell bonds with- 
out furnishing new government capital 
to strengthen the institutions, that the 
original $150,000,000 subscription to 
capital stock would add to an already 
heavy burden imposed on the Treasury, 
and that the bill is a further effort on 


George la Monte & Son, 61 Broadway, New 


York City. 


LA MONTE SAFETY PAPER FOR CHECKS 
NATIONAL SAFETY PAPER...BANKERS SAFETY PAPER 








the part of the federal government to | 


usurp functions of state governments 


in the supervision of local private | 


usiness. 


| SAFETY CHECK PAPER...ANCHOR SAFETY PAPER... EX- 
_ CHANGE SAFETY PAPER—ALL LA MONTE PAPERS—ALL SAFE 
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FROM A BUSY DESK 





ANY banks are unnecessarily 
M worried by a drop in deposits. 

Of course if this represents 
hoarding or a real lack of confidence 
in the local banking situation, there 
may be good cause to worry. Unless 
there are exceptional conditions, we 
should remember that one of the 
results of a period of de- 
pression is a contraction 
in credit, and that every 
dollar of decline in bank 
loans, or Federal Reserve 
open market operations, 
or loans to brokers by 
“others,” is going to be 
reflected in the deposits 
of a bank somewhere. 
What we see is that some 
people close their accounts 
because they want the 
money to live on, and 
that others keep less than 
they used to, so that the 
net of all deposits is down. When 
business picks up and again begins to 
borrow, the extra dollars will soon 
find their way back into circulation and 
deposits will once more climb upwards. 

oe 2 s 


Recently a bank received an applica- 
tion for a line of credit from a corpora- 
tion, and made the usual investigation. 
They found that the concern was 
shaky but that it had a very strong 
board of directors. Therefore the line 
of credit was granted subject to en- 
dorsement by the directors. There 
was quite a protest at the proposal 
until the banker said: “Gentlemen, 
if you think that is a good loan, you 
will have no hesitation in endorsing 
the note. If you do not yourselves 
believe in the goodness of the loan, 
how can you ask us to place the money 
of our depositors in it?” 


* ok * 


Philip Withermore was describing 
his shots on the third hole of the local 
golf course. The third hole happens 
to be a short one and Philip did it in 
three. He said it was a masonic hole. 
His first was buried in the rubbish of 
the temple, his second on the brow of 
a hill, and his third went plunk into 
the sanctum sanctorum. 


* * * 


A subsidiary corporation that 
handles all foreclosed real estate for a 
large California bank takes over the 
property at an appraisal of what they 





MR. SANDERS 


By Hy. W. Sanders 


think it will bring. They then lease 
it to practical tenants either on a cash 
or share basis, but with provisions in 
the lease by which the property can be 
sold at any time. They make sales on 
a basis of 25 per cent in cash and the 
balance over six years at 7 per cent. 
In case of sale, they make a suitable 
adjustment to the tenant 
who is dispossessed for his 
growing crops or other in- 
terest. Despite the agricul- 
tural depression, they sold 
over $1,000,000 worth of 
land last year. 


* * * 


We recently imposed a 
service charge graduated 
on the number of checks 
drawn on the account dur- 
ing the month. Quite a 
number of accounts closed 
out, both in our bank and 
in the other banks in town. In fact 
there was something like an indignation 
meeting when we began to charge for a 
service that had been given away free 
for many years. However, though 10 
per cent of the accounts closed and 
check activity decreased 18 per cent, 
deposit totals were not reduced; in 
fact they actually rose. 


* * * 


In this connection, an irate cus- 
tomer came to one of the banks and 
protested strongly against the service 
charge, alleging that he had been a 
customer of the bank for a number of 
years, and so forth. The officer 
listened patiently to his harangue, 
and then asked quietly: “Mr. Blank, 
what would you do if you were a 
banker and an account drew eighty 
checks a month on an average balance 


of $20?” The customer stopped and 
said: “Well, of course, you caught 
me unawares. I have not given the 
subject very serious consideration 


~ «© « « « « “No” said the other, 
“but the banks have.” 


* * * 


Is there any reason why commercial 
banks should not print a contract on 
all signature cards calling for thirty 
days’ notice of withdrawals in case of 
a financial emergency, the banker to 
be the judge of when a financial 
emergency justified such action? Our 
experience is that people seldom read 
the printed contracts on signature 
cards, and few would take exception 


toit. It might give the bank breathing 
space at a critical time, and would 
render legal those emergency com- 
binations of banks we hear of in which 
withdrawals are permitted of nominal 
amounts only. Also it might entitle 
the banks to maintain no more than 
the 3 per cent reserves required on 
savings. 


* * * 


Philip Withermore says that “Frozen 
Assets” sounds nicer than “Fool 
Mistakes.” 


* * * 


The manager of a mortgage company 
was visiting with us recently and, 
commenting on the banking troubles 
of the past year, he said he could not 
understand one thing about banks. 
In his own business, he said, where 
they were lending their own money, 
they insisted on full security for every 
loan, and seldom made a loss. The 
banker, lending other people’s money, 
often got no security at all, and often 
took losses. What is the answer, if any? 


* * x 


One of the astonishing facts about 
this year is that mergers, chain and 
group banking seem to be dead issues - 
for the time being, at all events. Ii 
these were really moves in the direc- 
tion of greater banking strength, 
surely this is the time when we might 
expect to hear more of them. No 
one wants weak banks, so the sooner 
they are consolidated into strong ones, 
the better. However, if the bank in 
question is weak because of a defective 
location or dying community, then no 
one wants it at any price. However, 
it is an interesting fact that so few 
banks have changed hands or been 
consolidated in recent months. 


* * * 


Suppose an attachment or execution 
is presented at the bank, and purports 
to attach the account of John Smith, 
and the bank has ten John Smiths. 
Which one shall be attached, and is the 
bank saddled with the duty of deter 
mining the identity of its custome! 
with the person named on the writ? 


* * * 


Gold is like the United States 
Government. It is an_ institution 


sanctioned by history and experience 
as the best we have of its kind. 0 
one pretends that the United States 
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Government is perfect, but we set 
against its obvious defects the supreme 
advantage that it is permanent, and 
promises to remain so. It is not 
difficult to suggest all sorts of improve- 
ments both in government and in 
monetary standards, but no one can 
iell whether they would last. Both 
gold and republic have shown a won- 
derful staying power and neither is 
likely to be displaced for a long time. 
* * * 


The same banker who remarked to 
us that it was hard luck when the bank 
at Luck, Wisconsin, closed, sends us one 
or two other reflections on the mourn- 
ful lists from the Federal Reserve. 
We quote: ‘Things look rosy in Ne- 
braska, for Roseland State Bank has 
reopened. In Arkansas they are 
having a hot time with the bank of 
Hot Springs, while over in North 
Carolina the Bank of Blowing Rock 
has absorbed the spirit of its sur- 
roundings and blown up.” 


*x * * 


Here is a good story of a safe deposit 
campaign. <A large city bank had 
quite a number of vacancies and 
decided to send a series of three letters 
to its commercial depositors. The 
three letters were written and re- 
written several times. A _ list of 
envelopes was prepared from their 
addressograph plates. Then they were 
taken to the Safe Deposit Department 
and all names removed of renters of 
boxes. Then they were gone through 
again and all names of non-resident 
customers removed. Then all names 
of corporations or other purely business 
accounts were removed. Then all 
trust or agency accounts, churches, 
etc., were taken out. It was about 
three weeks before the. first letter 
finally got mailed and then about half 
of the letters were returned because of 
obsolete addresses. So the second and 
third letters were never mailed. 

K aK * 


The price of good loans is constant 
watching. All loans that are to be 
repaid out of income should be placed 
on installments to correspond to the 
expected payments. If a weekly wage 
or semi-monthly salary is the source of 
Income, the payments should be made 
into a savings account and the amount 
transferred to the reduction of the 
lan every ninety days. Interest 








should be allowed on these savings | 
accounts at regular rates. The great | 


thing is to gear the repayments to 
the income. Farmers who receive a 
monthly milk or cream check should 
pay monthly. Where a bank closely 
watches all loans of this character, 
charge-offs will be small. 


* * * 


The attorney says: “Anyone may 
Waive the advantage of a law intended 
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PAY DIRT 


Banking Executives 


Either in the interests of your 
bank or of companies in whose 
policies your bank is interested — 
this book will prove valuable. It 
discusses and helps solve a prob- 
lem which confronts thousands 
of companies today. 


for Business Management 


“PF TYAKING Red Tape out of Business Forms’’ shows 

how savings follow a study of clerical routine as 

it is conducted on the structure of printed forms. It 

defines clearly the problem of inefficient system and 

excessive red tape. It advances a plan for executing 

a study of Daily Routine, of establishing the value 
and need of each form. 


The methods described in this book are adaptable 
with a minimum of confusion and cost. The appli- 
cation of those methods will lead to the system of 
printed forms that will insure more useful informa- 
tion and closer control at a considerable saving in 
operating costs. 


Write us today on your business letterhead for a 
copy. No charge in U. S. Foreign countries $1.00. 


THE CHAMPION COATED PAPER CO. 
Dept. M, Hamilton, Ohio 
Mfrs. of Daily Mail Bond... The ideal paper for the Daily Routine of Business 
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solely for his benefit, but a law estab. 
lished for a public reason cannot he 
contravened by a private agreement.” 
Something to remember about the 
contracts between a bank and its 
customers. 


* * * 


There is one thing to be said for this 
troublous period. It is certainly 
reducing rates paid by banks oj 
deposits. One of the underlying 
causes of much bank weakness has 
been that banks were trying to earn 
profits on deposits that were drawing 
high savings rates, and of course this 
meant taking unjustifiable chances of 
getting freezable assets. A 4 per cent 
rate on savings is only justified where 
pioneer conditions prevail and loans at 
8 per cent are plentiful. With ordinary 
loans down to 6 per cent and extra 
liquid ones lower than that, the utmost 
that should be allowed on time money 
is 3 per cent. 


* * * 


Here is a splendid collection letter: 

ot! ee 
read collection letters in which a stiff 
and formal demand for money is made, 
with the hint that perhaps you may 
have forgotten all about the obligation. 
We are not writing that sort of letter. 
You know that you owe us and we 
know that you know it. Frankly, we 
think that the reason you have not 
yet paid us is because you are short 
of money. Probably there are others 
besides ourselves pressing for settle- 
ment. 

“Sometimes the one that presses 
hardest is the one that gets paid first, 
but we do not want to take that 
attitude. Instead we appeal to your 
sense of fair play. Suppose you were 
at this end of the line and trying to get 
money from us. You would surely 
expect us to be frank and open with 
you, and we feel sure that you would 
co-operate with us to any reasonable 
extent in getting a settlement. 

“We want to do exactly that. Tell 
us just when you can meet this 
obligation. If you cannot send us 4 
check right now, let us know for 
certain when we may expect it. 

“With continued good wishes, 

Yours, etc.” 


TRANSFERRED bank stock to 
B, the transfer was made on the 
bank’s books, but A kept the certil- 
cate in his possession. After his death 


| it was found in an envelope with B's 
/ name thereon, and until then B had no 
| knowledge that the transfer had been 
| made. The heirs claimed that B could 


not be a stockholder without knowing 
it, but the Pennsylvania courts ruled 
that B could hold the stock ‘‘against 


| all comers.” —™M. L. H. 
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CLEARING HOUSE 


The Whispering Skull 


(Continued from page 16) 


cupboards for the bridles . . . . all 
solid mahogany! Think of it!’’ 
hh « . ye-eas, quite a 


place,” said Duncan Thistle meekly. 

Mr. Clutchbill looked at him side- 
wise and wanted to boot him. ‘“‘The 
skull will melt him,”’ he said inwardly. 

Down on the meadow Mr. Thistle 
walked eagerly at Mr. Clutchbill’s 
heels. 

“Now let’s see,’ hesitated Mr. Clutch- 
pill, “Oliver said it was right under a 
big mullen stock growing on the bank 
above the brook bed where he picked 
up his arrowhead. We must be getting 
near the place.” 

“There’s a big mullen stock 





See! down there by that cut bank!” | 


said Mr. Thistle. 

“Yes, sir! that’s it! Now let’s hunt 
along carefully down to it. I never 
tackled this before . . . . I scarcely 
know what to look for.” 

“Look for flint, man. Look for 
fint. It’s sharp-edged. Quite dif- 
ferent from the round pebbles.” 


ME: Clutchbill picked up a stick to 

prod with and crept along the 
gravel brook margin, poking curiously 
at promising places while Mr. Thistle 


searched anxiously and the moments 
drifted by. 


“Skeerce, ain’t they?’ complained | 


Mr. Clutchbill. 

“Courage, sir. Even on the most 
prolific fields, one an hour is excellent 
work.” 


“Hm! said Mr. Clutchbill, glancing | 


slyly at the old embedded tree stump 
now in sight where he had strewn the 
widow Tarbell’s South Dakota arrow- 
heads. 

Some ten yards from the stump Mr. 
Clutchbill sat down on an inviting tuft 
of sod. 

“You work along, Mr. Thistle,’’ he 
said, “I’m a bit tuckered out from 
bending down so much.” 


Duncan Thistle quartered the ground | 


like a pointer dog while Mr. Clutchbill 
watched him approach the old stump. 


So absorbed did the old director be- | 


come, his mouth fell open and he 
seemed to stop breathing. Then he 
saw Mr. Thistle crouch with an eye 
intent on an object. Suddenly Duncan 
Thistle’s hand shot out quicker than 
the strike of a cobra. 

“My word! Here’s one! !’’ he yelled. 

Mr. Clutchbill came to him on the 
half-run. 

“By George! it is!!’ he gasped. 

“A perfect notched one! 
very rare!’ gloated Mr. Thistle. 

Mr. Clutchbill dropped to his knees 
and began pawing with his stick in the 
gravel at the foot of the stump. 

“Careful, man! Careful!’ cautioned 
Mr. Thistle, getting down on all fours, 
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“don’t cover them up .-.. they’re 
right on the surface.” 

A moment later Duncan Thistle let 
out a genuine Highland cry. ‘Two! 
side by side! Think ofit!!” Being top 
overcome to stand up, he sat up. 

Mr. Clutchbill sprang like a cata- 
mount around the stump in a cloud of 
gravel. 

“You find ’em all,” he complained 
bitterly. 

“Courage, my man, your time will 
come.” 

Mr. Clutchbill stood up and looked 
carefully around. “I see now where 
all these arrowheads come from,” he 
said in a mysterious voice. “They 
come from that high cut bank there. 
The freshet washes them out each 
spring and they lodge around this old 
stump.” Mr. Clutchbill hurried 
toward the bank. 

“Wait! I’m coming, too,” uttered 
Mr. Thistle as the truth of the thing 
dawned on him. 

But the old director had begun 
digging feverishly with his stick under 
the old mullen stock. His stick struck 
something. 

*‘What’s this?”’ he yelled, ‘a grave- 
yard?” 

Duncan Thistle shouldered him 
away. “Look out, man! Let me at 
it!” 

“IT seen it first,” squalled Mr. 
Clutchbill, bracing his shoulder against 
the immovable Mr. Thistle. 

“You get back!’ stated Duncan 
Thistle rapidly in a strange voice. 

By this time Mr. Thistle had got a 
hand hooked in an eyehole of the skull 


3° 


and wrenched it out. 


*‘Shades of Pompeii! look there, man. 
An Indian skull!’ 

“Yeah, if the caretaker of this place 
finds out about this, I hate to think 
what'll happen to you uprooting a 
body .. . it’s a crime in these 
parts to do that. ‘% 


R. Thistle lowered it tremblingly 
to the ground. He reached out 
and placed a brotherly hand on Mr. 
Clutchbill’s shoulder. ‘Don’t say 


| anything about this. What’ll we do? 


Buy the placeforme ... . [ll 

ake it $500 to you if you can do it. 
Will you do it? We’ve got to keep 
this quiet.” 

‘Well, five hundred is five hundred,” 
meditated Mr. Clutchbill, scowling. 

“You said they were asking $7,000 

_ you shall have $7,500 in your 
hand the minute you get me a deed.” 

“Well,”’ muttered Mr. Clutchbill, 
beginning to mellow up a bit. 

“Let me take a look at the skull, 
then we can plant it back till after the 
deal.” Mr. Thistle sat down and 


picked up the skull eagerly. 


He turned it around lovingly, exam- 
ining every mark on the outside. Then 


| the inside. Suddenly he stopped turning 
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it. ‘“What’s this?” He plucked out a 
piece of ancient cardboard with print- 
ing on it. 


INDIAN SOUVENIRS 
I. Shapiro. 
Yankton, South Dakota. 


Slowly, very slowly, Duncan Thistle 
began to let go of the skull. His eyes 
turned on Mr. Clutchbill and grew 
larger and larger as he slowly rose inch 
by inch to his feet. 

“A plot!!’ All the air went out of 
him like a split 3-ton truck tire. ““You 
were trying to sell me the place up at 
the barn.” 

Mr. Clutchbill snatched up the card 
and looked at it with a blank face. 

“You can walk home, Mr. Clutch- 
bill,”’ stated Duncan Thistle. ‘I can 
see your game and my brother in the 
bank shall know of it.” Mr. Thistle 
vibrated for a moment and then strode 
off toward his car. 

Mr. Clutchbill continued to sit there 
like a man slowly freezing to death. 
Five minutes later one hand began to 
show signs of life. 

‘How in hell did that card stay in 
there?” he exclaimed audibly. “Had 
it all sold, too. I can’t go home 
I can’t face em —I just can’t!” 

For fifteen minutes more he sat there 
like a dead man with a frozen stare at 
the horizon. Finally he got up and 
kicked the skull with such venom it 
went hopping down the brook valley 
with sudden, ghastly leaps into the air. 

“T never can go into that directors’ 
meeting come Monday morning,” he 
muttered to himself and began climb- 
ing up the brook bed toward the old 
“Hammond Castle” buildings. 


AS he came up on the old lawns and 

passed the barn he heard a violent 
rattling out toward the entrance gate. 
He stepped close to the barn and 
waited. In a moment he recognized 
Echo Daley’s milk truck coming up 
the drive. Echo was driving and had 
already seen him. 

“Ah—ha,” sneered Echo Daley, 
stopping his wreck with a clatter of 
milk bottles and climbing down to the 
ground. ‘“‘Ah—ha,” he said again as 
he approached with warlike digs of his 
short bow legs. ‘So you’ve sold it!” 

Mr. Clutchbill remained frozen to 
his spot and watched Echo Daley’s 
lime-tinctured headlights and hairless 
eyebrows draw up on him. 

“I seen you come in here clear from 
my place with that rich feller. You 
passed papers yet?” 

Mr. Clutchbill remained dumb with 
a surprise he didn’t dare trust on his 
Vocal chords. 

“Don’t you know I want first 
chance at this place, you old villain, 
; it adjoins my place —you 

passe d papers, I keep asking you?” 


“Why, no, Echo, we ain’t exactly | 
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should never 


have happened 


It is the result of a recent attack by 
burglars on a Chicago safe deposit 
vault. It had no electrical protection. 


Bank officials...and burglars...know 
that the strongest vault is not bur- 
glar-proof unless protected with 
modern protection devices. 


A.D.T. PHONETALARM will sense 
a safe-cracker as soon as he goes 
to work Sensitive hearing devices 
flash silent alarms. Hammering, drill- 
ing or other disturbance means 
SOS to the nearest A.D.T. Central 
Station...and the police. PHONET- 
ALARM can be installed in vaults, 
old or new. Information on request. 
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AMERICAN DISTRICT: 
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THE LAST WORD IN ACCOUNT ANALYSIS 


WE CARRY IN STOCK THE MOST MODERN AND COMPLETE RECORDS 
FOR ACCOUNT ANALYSIS AND MEASURED SERVICE SYSTEMS. 


A COMPLETE SET OF THESE FORMS, SHOWING THEIR APPLICATION, 
WILL BE FURNISHED AT NO COST. 


CADWALLADER & JOHNSON 


BANK SPECIALISTS 
844 RUSH STREET CHICAGO 














0 ACCOUNT ANALYSIS 
PLEASE SEND ME A SET OF — MEASURED suateren {TORS FOR MY FILE. 
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Adding Machine 
Ribbons 


that are— 


Well Made 


Burroughs ribbons are made 
of only the highest grade 
materials and under the 
most exacting requirements 


Durable 


Because of the quality of 
the materials used in their 
making they stand up under 
all the hard usage that you 
give them day after day 


Satisfactory 


While giving this unusual 
service they also register 
clear impressions that 
remain permanently neat 
and legible 


May be ordered from the local 
Burroughs office or by 
writing to 


BURROUGHS ADDING 


MACHINE COMPANY 
Detroit » Michigan 
Burroughs Adding Machine of Canada, Limited, Windsor, Ont 


























NIGHT DEPOSITORY 


) _ THE BANK VAULT INSPECTION CO. 
©) S SOUTH I8TH. STREET 
Vs 4 ~~ PHILADELPHIA, PA 


B.C.H. 38-82 





| with $8,000 in it. 











You Need Padua Foot Units 


HEY are easily operated when 
alarm is needed—but pro- 
tected against false alarms. 


Let Us Quote You. 





Lift of foot sets off alarm 


No false alarm via the broom 


PADUA Hold-Up Alarm Corporation 
89 Seneca Street Cohoes, N. Y. 











‘town clerk’s office to draw 


| passed papers but you can’t meet his 


9° 


| figure. I’m sorry. 

“Can’t 1?” Echo jumped both bow 

legs off the ground and tugged at a hip 

pocket. “You was asking only $7,000 

here’s my savings bank book 

It’s yours for the 
place. What say?” 

“If you can write an order for that 
$8,000 and give it to me before that 
feller comes back, we’ll start for the 
a deed,” 
said Mr. Clutchbill firmly. 

Echo Daley squatted in the drive- 
way and with a pencil stub and piece 


| of paper out of his order book, drew an 


order and held it out to Director 
| Clutchbill together with the bank 
book. 


3 


“Get in here now, 
“and hang on 


he motioned, 
this cart is 


| going to roll.” 


It was an astonishing flight to the 
village. At the town clerk’s office both 
Echo and Mr. Clutchbill sat patiently 
while the town clerk with one long 
hooked talon punched out on an 


| elderly typewriter a deed to the old 


‘Hammond Castle.”’ After the paper 


| had been signed by Mr. Clutchbill as 


director for the bank and handed over, 
he made his way to the bank. 

“T want you to make out a couple 
of cashier’s checks, John,’ he called 
through the wicket. ‘‘Make one out 
to the directors of this bank for $7,000 
and one for $1,000 tome .. . . here’s 
Echo Daley’s savings book for $8,000.” 

“Is that you, Mr. Clutchbill?” 
John slid cautiously to the wicket and 


THE 
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looked with scared eyes. “Something 
terrible has happened! The directors 
want you in the back room. They all 
rushed in here a minute ago, and Simon 
Thistle’s brother Duncan is with him 
and both of ’em are frothing at the 
mouth.” 

A few minutes later Mr. Clutchbill 
went down a corridor and pushed open 
the door leading to the directors’ 
room. He squared his shoulders and 
stood looking down at the group 
around the long directors’ table. 

Then, grimly, Director Thistle began 
rising to his feet. ‘So you salted the 
old Hammond place and tried to put 


it on my own brother!’ he hissed. 
*“Outrageous!!”’ 
““Gentlemen,” began Mr. Clutchbill 


“T have just returned from the old 
Hammond place where I have been 
coaching Mr. Thistle’s brother in the 
art of antiques. Shortly after he left, 
our old nibbler for the place, Mr. Echo 
Daley, called in to see me and bought 
the place. Here, gentlemen, is a check 
drawn to you for $7,000 to lift the 
loan, and here, also, is a little souvenir 
I pic ked up at the excavations . . 

it is a check for $1,000 Echo pressed on 
me in the way of a commission.” Mir. 
Clutchbill laid the two checks under 
Director Thistle’s nose. 

Director Thistle stared at the checks 
while the other directors gathered in 
bent attitudes back of him. Then his 
eyes leaped up at Mr. Clutchbill’s 
innocent face. He gargled brokenly in 


Surviving These Parlous Times 


(Continued from page 11) 


my bank is partly luck and partly the 
fact that people have confidence in us.” 

He has been carrying his bank about 
30 per cent liquid during the recent 
uncertainties. Fifteen per cent is 
normal for most times; 30 per cent 
provides a cushion for an emergency. 
But he did not frantically call in a 
bunch of loans and liquidate real 
estate holdings to strengthen his bank’s 
cash position. Rather, he feels that 
at this time of all times, a bank should 


render all the service it can to its 
borrowers; should give them the use 


of its money now if ever. 

“We have never foreclosed on any 
man’s home,” he says with some pride. 
“If we don’t like his looks, we don’t 
make him the loan in the first place. 
But if we do accept his mortgage, then 
we'll carry him and even put coal in 
his cellar if necessary to tide him over 
until good times return.” 

If you’re permitted to be a customer 


| of this bank, it’s just as if you were in 


/ a club. 


Not everybody is welcome, 


| but if you’re once in and behave your- 


self, you receive all privileges until 
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his throat and tried to speak, but 
couldn’t. 
you die or move away. That’s Mr. 


Collins’ idea of a bank. 

‘“‘Bankers have got to get away from 
their 2 o’clock closing hour,” he says. 
‘“*They’ve got to get over the idea that 
they’re doing people a favor by being 
bankers. We have learned once more 
that a banker can stay in business 
only so long as his city is willing to 
support him. And it’s a sad fact that, 
once a banker loses the confidence of 
his public, he seldom comes back; he 
has to get a job selling second rate 
securities or get out of finance.” 

Just because every day brings some 
opportunity which, in his belief, will 
never come again, Mr. Collins devotes 
his twenty-four hours a day to doing 
the right thing at the psychologically 
correct moment. Feeling that some 
folks might fear there was a run on his 
bank just because it was normally 
busy, he ran a recent ad which said, 
in effect: ‘If you see a crowd in our 
bank, don’t be surprised —there are 
eighty of us working here —also a lot 
of people come in to get weighed —or 
to cash a check—or to deposit 4 
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paycheck —so we're always busy. But 
it doesn’t mean a run.” 

As tight as advertising appropri- 
ations have been in any business, he 
has been printing a series of ads which 
tell the story of each Canton industry 
inturn. These ads tell facts interesting 
to even old-time residents. “It’s a 
job that our Chamber of Commerce 
should have done,” he says. When 
the series is printed, he’ll make it up 
into a booklet for local distribution. 
Framed proofs of these ads are being 
hung in the upper rooms of the bank. 

This is the sort of thing that Frank 
Collins, banker, does to maintain the 
confidence and push his bank ahead 
even when the tide is against him. He 
thinks now that the tide has turned. 

“We're going to have dollar wheat,” 
he says optimistically. “If most of 
the wheat is still in the hands of the 
farmers and not the speculators, that 
will make the country rich. I think 
the farmers still have the larger share 
of their crops. 

“Of course, when business picks up, 
we've got to put these men back to 
work. That won’t be easy. I remem- 
ber my father telling how after the 
Civil War the soldiers couldn’t get 
back to work. Men now are in the 
same fix. They have found out how 
little they can get along on. They 
have been loafing and developing bad 
habits, and when they get back to 
factory hours and regular discipline, 
it will irk them. Getting readjusted 
will take some time.”’ 

His is a bank with one-man dynamo. 

“Every bank is a one-man bank,” 
he says with conviction. “It must 
be! The only trouble is that often 
this director and that one put pressure 
on the bank president to make him 
do things his judgment and conscience 
advise him not to.” 

Perhaps, he suggests, we have had 
the wrong conception of bank direc- 
tors. Banks have lined up a large 
and glittering array of directors, as 
scenery! An impressive list of direc- 
tors has been a bank’s pledge to a 
community that all was tight and 
right. But it hasn’t always been so, 
and the directors have sometimes 
been as surprised as any one when the 
bank has proved to be in red ink. Have 
fewer directors and make them work, is 
Collins’ idea. 

‘“Here’s a bank in another city with 
twenty-nine directors, each represent- 
ing the selfish interests of his own 
business,” he says. “Cut those twenty- 
nine down to five — get somewhere!” 

By being more sociable and demo- 
cratic, by taking the public into their 
confidence, by trying to be of service 
in new and little ways instead of 
arbitrarily closing at 2 o’clock and be- 
ing high-hat, banks can safeguard their 
luture, Mr. Collins says. That’s the 
policy on which he conducts his bank. 
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17 
DOORS IN THE 
WORLDS 
LARGEST 
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HE YORK 
Vault now be- 


approximately 3500 tons, this entire 
vault equipment was built in the York 
factory at York, Pennsylvania and is 
being installed in the Bank of Japan 
at Tokyo by York engineers. 
x * * 
Whether your bank is large or 


ing installed in the 
Bank of Japan at 
Tokyo is the larg- 
est ever built. It 
comprises in fact 
two vaults, each 
187 ft. by 83 fe. 
Entrance to this massive structure is 


small, we invite you to consult with 





us when planning your vault require- 
ments. We will place at your dispo- 
guarded by seventeen doors. Six of 
them are 36" and eleven are 24" in 


sal the same experience and facilities 


that have earned for York a position 


thickness of solid metal. Weighing of world-wide preeminence. 


YORK SAFE AND LOCK CO. 


@ YORK, PENNSYLVANIA @ 


MANUFACTURERS 









AND BUILDERS OF THE WORLD'S GREATEST VAULTS 





NEW YORK ST. LOUIS CLEVELAND HONOLULU 
BALTIMORE SAN FRANCISCO WASHINGTON PARIS 
BOSTON NEW HAVEN LOS ANGELES HAVANA 
PHILADELPHIA HOUSTON PITTSBURGH TOKYO 
SEATTLE CHICAGO MONTREAL SHANGHAI 
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NO PASTING TO DO ON 
The “All Automatic’”’ 


EASY SNAP 


COLLAPSIBLE STORAGE 
FILE BOXES 
50 SIZES — LOWEST PRICES 


Patented 


STRAYER COIN BAG CO. 
New Brighton, Pa. 


Branch Offices: 
30 Church St., 55 N. Park St., 
New York City Portland, Oregon 


California Distributor: 
Banco Corporation, Ltd., San Francisco 


BOTTOM 
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Burroughs Loan and 
Discount Machine posts the 
complete liability ledger that 
furnishes accurate infor- 
mation instantly regarding 
the liability of each customer 


ADDING -: 





BOOKKEEPING 


THE BURROUGHS 


Consider 








ERE is a ledger that provides accurate information on the 
liability of each customer. It contains neat, machine-posted 
figures. Its neatness and legibility reflect systematic bookkeeping 
and suggest laying the card itself before the customer when 
discussing his account with him. 


This ledger is easily and economically obtained with the Burroughs 
Loan and Discount Machine. The same machine writes note 
register, note notice, maturity tickler and officers’ memorandum 
in one operation. It also posts the liability journal and the 
liability ledger simultaneously. | 


Ask the nearest Burroughs office for full particulars. 


BURROUGHS ADDING MACHINE COMPANY 


DETROIT, MICHIGAN 
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the advantages of this 
LIABILITY LEDGE 





ADDING : BOOKKEEPING - CALCULATING AND BILLING MACHINES 
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INCREASES EFFICIENCY: : 
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Chair for 
Operators 





Promotes efficiency and reduces fatigue in office 
work. Assures a posture that maintains energy 
throughout the entire day with the result being 
increased alertness and vigor. Because of the 
lessened physical and mental strain, the operator’s 
volume of work is noticeably greater. Ideal for use 
with Adding, Bookkeeping, Calculating, Billing 
Machines and Typewriters. For more information 
call the local Burroughs office, or write to: 


Burroughs Adding Machine Company 
Detroit, Michigan 
Burroughs Adding Machine of Canada, Limited, Windsor, Ontario 
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Reflections of a Bank 
Director 


(Continued from page 20) 











two clerks while the visitors scooped 
up the cash. What the board can and 
should do is to formulate policies, 
watch the note case and the bank’s in- 
vestments and generally share in the 
management, always giving whatever 
assistance the members can extend. 

One day after our annual meeting 
the president laid before each of us a 
typewritten sheet on which was this, 
which he had taken from a western 
bank commissioner’s message to the 
banks under his control: 

“The logical result of a rubber-stamp 
board is a one-man bank. The one- 
man bank may be a very safe institu- 
tion —in fact very often it is—but it 
might just as well be the very worst 
kind of a bank for all that the board 
knows about it. If you do not care to 
ascertain the character of the trust 
that you assume by becoming a bank 
director, you are unfit to be one.” 

But just as worthless is an annoying 
board that exaggerates trifles, fails to 
co-operate with the active officers and 
exists in a constant state of worry and 
irritation. 

Somewhere in between is the ideal 
board that takes its duties seriously, 
bases its acts on sound business prin- 
ciples and refuses to be stampeded or 
cajoled into dubious procedure. 

In the twenty-five years that I have 
served on the board of directors of the 
Center State, many changes have come 
through death and removal until only 
two other persons of the bank’s entire 
personnel as it was at the beginning, 
remain with me in the institution. But 
looking back over the history of the 
quarter century, it seems to me that 
the average bank, our own included, 
today carries on its activities with 
more system, closer co-operation be- 
tween directors and the other officers 
and more intelligent direction from 
banking departments than in my past 
experience. Modern banking has more 
careful scrutiny from directors, watches 
overhead more carefully —and makes 
less profits —than of old. In view of the 
forced suspensions of the past two 
years—many of them voluntary be- 
cause of lack of earnings and others due 
to mergers—the bank that came 
through staunch and sound has reason 
to be proud of its record. The mere 
fact of its continued existence is evi- 
dence that it has had _ intelligent 
officership, including a board of direc- 
tors which faithfully fulfilled _ its 
obligations. 












































This concludes Mr. Harger’s remin- 
iscences of twenty-five years as a bank 
director, in four articles, appearing suc- 
cessively in this magazine from Decem- 
ber, 1931, to March, 1932. —The Editor. 
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